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ABSTRACT 

This report contains a summary and analysis of public 
response to the Water Resources Council proposed principles and 
standards and its accompanying draft environmental impact statement 
for planning the use of water and related land resources as well as 
planning and evaluating water and related land resources programs and 
projects. Both written and oral statements (4,782) received in public 
review from interested citizens, persons speaking on behalf of 
organizations, and elected officials are compiled in the 
summary/analysis. Part I records quoted and summarized excerpts from 
the public record as well as general responses. Part II provides an 
analysis of public comment on issues identified in the public record. 
Generally the issues fall into the following major areas: (1) 
Implementation of the Principles and Standards, (2) Objectives, (3) 
Criteria for plan formulation and evaluation, (4) Program coverage 
and coordination, (5) Output and beneficiaries, (6) Cost sharing and 
allocation, and (7) Environmental statement. The treatment of each 
issue consists of a statement of the issue as proposed in the 
Principles and Standards, the frequency distribution of the views and 
comments on various sides of an issue, and a summary of the comments 
on one or both sides- Principles and standards appeared in the 
Federal Register, December 21, 1971, Volume 36, Part II (ED 058 070) . 
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FOREWORD 



We appreciate the depth of interest shown in the Water Resources 
Council 1 s proposed Principles and Standards for planning water 
and land resources and in the accompanying draft Environmental 
Statement as printed in the Federal Register on December 21, 
1971, Vol. 36, Part II, pages 24144-24194. 

The purpose of the 100-day review period announced in the 
Federal Register was to obtain the most comprehensive record 
and the broadest possible coverage of the views axxd comments of 
the interested public on the Council 1 s proposals. The proposed 
Principles and Standards are for major Federal activities in 
water and related land resources and, when implemented, will be 
of major importance in determining the course of these activities 
for a number of years to come. Because of their far-reaching 
significance, the Water Resources Council believes that it has 
been extremely important to seek, and to carefully consider, the 
reactions of the interested public before the Council makes 
formal recommendations to the President for approval. 

This is the Summary /Analysis of both the written and oral state- 
ments received from interested citizens, persons speaking on 
behalf of organizations, and elected officials, and it represents a 
first major step in the careful consideration of the views and 
comments. 

At this stage we have not attempted to formulate revisions to the 
Principles and Standards . Instead, concerted effort has been 
made to objectively summarize and analyze the public response. 
Every comment received was given equal consideration and the 
rule "one man- -one vote 11 was applied in the preparation of the 
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Summary/Analysis. We did not believe it appropriate to merge 
into this step of the process the technical and policy considera- 
tions attendant in any final recommendations that the Water 
Resources Council will make, particularly where the public's 
views on an. issue are sharply divided. 

In compliance with the spirit and the intent of the National 
Environmental Policy Act, we have provided copies of this 
Summary/ Analysis as well as copies of the entire public record 
to the Council on Environmental Quality. 

A full appreciation and understanding of the views and comments 
summarized in this report require knowledge of the Council's 
proposed Principles and Standards. Copies of the Federal 
Register containing the Council's proposals are available from 
the National Technical Information Service, U. S. Department of 
Commerce, 5285 Port Royal Road, Springfield, Virginia 22151. 
The Accession Number is PB-209 187, and charges of $3.00 for 
paper copy and 95£ for microfiche copy have been established. 

W. Don Maughav^ 

Director 
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AVAILABILITY OF RECOR D 



"The record of views and comments received during the public 
review period, including a transcript of the hearing, will be 
maintained for public inspection at the headquarters of the Water 
Resources Council, 2120 L Street, N. W. , Washington, D. C. 
20037. Copies of the record, or portions thereof, will be fur- 
nished by the Council to any member of the public upon payment 
of the cost of reproducing the copies desired. " 

Federal Register, December 21, 1971. 



HOW TO INSPECT THE RECORD 



The record, including letters of comment and written and oral 
testimony, can be inspected during the hours of 8:15 a.m. to 
4:15 p.m. , Monday through Friday, at the headquarters of the 
Water Resources Council. Advance notice of your visit is not 
necessary but would be appreciated so as to allow for arrange- 
ment of facilities to meet the convenience of all members of the 
public who wish to inspect the record. 



HOW TO OBTAIN COPIES OF THE RECORD 



How: Send your request for copies indicating name of 

person presenting the statement and page numbers 
provided in Appendix II. 



Where: U.S. Water Resources Council 

2120 L Street, N.W. 
Washington, D. C. 20037 



Cost: Copies made by photostat or otherwise, 

per page $0.50 

Certification of each record as a true copy $1.00 



Payment: Accompanying each completed order will be a billing 

for the services requested, payable upon receipt. 
Payment may be in the form either of personal check 
or bank draft drawn from a bank in the United States, 
postal money order, or cash. 
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Pay to: 



J 

Receipt: 



Remittances must be made payable to the order of 
the Treasurer of the United States. The Water 
Resources Council will assume no re sponsibility fo 
cash which is lost in the mail. 

A receipt for fees paid will be given only upon 
request. Fees paid for services actually rendered 
cannot be refunded. 



I. GENERAL SUMMARY 



1. INTRODUCTION 

The Water Resources Council began its review of planning 
Principles and Standards in December 1968, to comply with the 
Water Resources Planning Act of 1965 which directed the Council 
to establish, with the approval of the President, principles and 
standards to guide Federal participation in planning the use of the 
Nation's water and related land resources and for planning and 
evaluating water and related land resources programs and 
projects. 

In 1969, after a preliminary report of a special task force 
had been prepared, the Council held public hearings in 
Washington, D. C. , and in various other locations across the 
country, to solicit views, recommendations, and comments on the 
preliminary report. The task force's preliminary report was also 
widely discussed and reviewed during late 1969 and early 1970 in 
various meetings and seminars, and by numerous organizations 
and individuals both within and outside of the Federal Government. 
In addition, the proposals contained in the preliminary report 
were subjected to extensive analytical testing during this period. 
After careful consideration of the final recommendations of the 
Special Task Force submitted in August 1970, the Council pub- 
lished proposed Principles and Standards for Planning Water and 
Land Resources along with a separate draft Environmental State- 
ment on the proposed Principles and Standards in the Federal 
Register on December 21, 197 1 (36 F. R. 24144). 

In its Principles and Standards, the Council proposes a 
multiobjective approach to water and land resources planning. 

The Principles provide the framework for planning and the 
Standards provide for uniformity and consistency in planning. 

Under these proposals, planning for the use of the Nation's 
water and land resources would be directed to improvement in the 
quality of life through contributions to national economic develop- 
ment, environmental quality, and, when directed, to regional 
development. In addition, the beneficial and adverse effects of an 
alternative plan on certain social factors would be displayed. 

The Principles and Standards, when revised in light of the 
comments submitted for the public record and approved by the 
President, will replace the presently used policies and procedures 
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which were approved May 15, 1962, and printed as Senate 
Document No. 97, 87th Congress, 2nd Session, together with 
Supplement No. 1 thereto, dated June 4, 1964, relating to evalu- 
ation of recreation benefits, and the amendment of December 24, 
1968, to 18 CFR subsection 704. 39, entitled "Discount Rate. " 



With publication in the Federal Register on December 21, 
1971, the period of public review of the proposed Principles and 
Standards and accompanying draft Environmental Statement 
commenced. A total of 4,782 responses were received and the 
official public record is about 8, 500 pages in length. 



In addition to the comments relating to the substance of the 
proposals, the Council received over 500 letters requesting that 
additional public hearings be held to allow concerned citizens to 
voice their opinions. For example, many people from Grand 
Junction, Colorado, asked for hearings in the Grand Junction 
area. Several others suggested various major cities throughout 
the country as appropriate hearing sites. 

Unfortunately, because of time and money considerations, 
the Water Resources Council was limited in the number of hearings ) 

it could schedule. In addition, the interest in the hearings was so 
widespread that it would have been impossible to choose even three 
cities which would have satisfied all those who wished to present 
statements. Therefore, the Water Resources Council chose to 
hold hearings in San Francisco, California, St. Louis, Missouri, 
and Washington, D. C. , because these cities were centrally located 
in three geographic areas of the United States and were considered 
generally accessible to all who desired to be heard. ; 

j 

During the seven days (forty-six hours) of hearings, 206 | 

people, some representing organizations, some speaking on their ( 



Council. A total of 924 attendees were registered (222 in San 
Francisco, 190 in St. Louis, and 512 in Washington, D. C. ). For 
the convenience of those wishing to present views, the Water 
Resources Council attempted to schedule persons speaking on their 
own behalf during the evening portion of the hearings, and persons 
speaking on behalf of organizations during the morning and after- 
noon sessions. 




own behalf, presented their statements to the Water Resources 
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Public Hearing, March 20, 1972, Washington, D.C. 



Because of the large public response to the proposed 
Principles and Standards, it was deemed desirable to prepare an 
objective summary /analysis of the responses received. At the 
request of the Council of Representatives of the Water Resources 
Council, an Inter- Departmental Work Group was formed to pre- 
pare the Summary/ Analysis of the public response to the Council's 
proposals. 

To accomplish this task, the members of the Work Group 
met for the first time on March 27, 1972, and began to review the 
public record. The Work Group members read each communica- 
tion, identified issues, and recorded by State the first page 
number of each response under appropriate issue headings in a 
matrix. This matrix is presented as Appendix I. After identify- 
ing the various issues in the public record and recording their 
respective frequencies, each issue was treated as follows: (1) 
the issue was keyed back into the public record through the matrix, 
and (2) the substantive arguments and ideas presented in the 
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public record were compiled. The issues were summarized by- 
paraphrasing or recording verbatim, sentences, paragraphs, and 
even pages from the public record. The organization of the 
issues in Section II of this report parallels the structure of the 
Principles and Standards. The comment most frequently made on 
an issue is presented first . Every effort was made to insure that 
the discussion of each issue was impartial and objective and 
reflected accurately the views expressed in the public record. In 
some instances, similar arguments were addressed to more than 
one issue. Hence, there may be a certain amount of redundancy 
in the narrative. 

Most of the respondents dealt with more than one issue. 

For example, an individual would suggest a specific discount rate 
and discuss the 5 -year review clause. As a result, 11,832 com- 
ments on 23 issues were received from 4,782 respondents. 

Figure 1 reflects the geographical distribution by State of the total 
number of comments on the various issues. 

Of the responses received by the Water Resources Council, 
187 were from elected officials (Senators, Congressmen, 
Governors, State legislators. Mayors); 3,121 were from indivi- 
duals or organizations which expressed one or more points listed 
in the "Citizen's Alert"; 1,425 were from individuals or organiza- 
tions which expressed one or more points contained in the "Hot 
Line, " the Blue Cards, the Texas letter, or the Great Lakes form 
letter; and 49 were general comments. Copies of the "Citizen's 
Alert, " the "Hot Line, " the Blue Cards, the Texas letter, and the 
Great Lakes form letter follow at pages 49 to 57. 

The chronological development of the written record pro- 
vides some additional information. For instance, on February 25, 
1972, a total of 391 written comments had been received; over 90 
percent reflected one or more points in the "Citizen's Alert" and 
4 percent of the remaining portion reflected one or more points 
later contained in the "Hot Line, " and others. By March 3, 1972, 
of the 516 total, 90 percent still reflected "Citizen's Alert" points 
and 5 percent the "Hot Line" points; March 10, 1972, saw 699 
written comments, 89 percent containing "Citizen's Alert" points, 
8 percent containing "Hot Line" points. The total number of 
written comments jumped to 4,321 on April 14, 1972; roughly 
one -third mentioned one or more of the "Hot Line" points. 

During the entire time, the response from elected public officials 
was between 2 and 3 percent, while general comments accounted 
for about 1 percent of the total. 



A o 

• 3 >Q 




6 



The response from Members of the Congress fell into three 
areas: 

Sixty-two Members referred constituents’ letters to the 
Water Resources Council and expressed no opinion on the discount 
rate or the Principles and Standards in general. (Later, 7 of the 
62 made their own views known in separate correspondence and 
are included in the numbers below). 

Seventy-two Members voiced opposition to any impediments 
to water resource development, many judging the high discount 
rate unacceptable and requesting consideration of a lower rate. 
Nine of these suggested a return to the Task Force proposal of 
1970. 



Two Senators and one Representative supported the higher 
discount rate. 
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2. QUOTED EXCERPTS FROM THE PUBLIC RECORD 

Stewart L. Udall, former Secretary of the Interior, and first 
Chairman of the Water Resources Council, on behalf of the 
National Wildlife Federation of which he is a Director 

. . I'd like to take this opportunity to commend the 
members of the Water Resources Council and its staff for devel- 
oping a new proposed set of standards which we think go a long 
way toward curing the ills contained in the present planning 
procedures. 

"Especially noteworthy are the proposals to set the discount 
rate at a much more realistic level than exists under present 
guidelines and the much greater recognition given to preserving 
environmental values. ..." 



s}c 

". . . Those projects which possess a wide spectrum of 
values for the public and for which there is a genuine need will 
continue to be approved and funded under the new planning guide- 
lines, we're convinced. What will happen, we hope, is that the 
many marginal and controversial water development projects of 
the past which exist with rather doubtful cost-benefit ratios and 
which in the long-run were apt to be more damaging than helpful 
to the environment, will receive closer analysis and will be 
required to pass more stringent, all-inclusive tests of eligibility. " 

% # % $ 



". . . It seems abundantly clear to us that if there was a 
need to revise the planning standards to bring them more in 
alignment with present-day philosophy, economic outlook, and 
environmental needs, then it follow[s] logically that the revised 
standards should apply to all proposed and unbuilt projects. The 
fact that some of these projects have been authorized within the 
past five years or a project has been submitted to the 92nd 
Congress for authorization or a planning study is nearing comple- 
tion should not be the decisive consideration. Many resource 
projects previously authorized were included in omnibus bills and 
received very little scrutiny before action by Congress. ..." 
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"While the proposed planning standards document takes 
into account the quality of the environment, we want to re- 
emphasize the critical importance of giving priority treatment 
to this factor. We are rapidly reaching a point in our society 
where we can ill-afford to impose man-made structures on our 
few remaining free-running streams. Nor can we afford to con- 
tinue to channelize streams under the guise of flood control when, 
in so doing, we simply move the potential flood waters downstream 
to a different area while at the same time we flagrantly violate all 
of the principles of sound fish and wildlife management and destroy 
vital conservation values. 

"With respect to giving greater weight to environmental 
values, the National Wildlife Federation recommends that the 
Water Resources Council give serious consideration to incor- 
porating the concept of life-cycle planning in the planning process. 
Life -cycle planning, . . . would require that any proposed water 
resource plans specifically state and evaluate in quantitative 
terms the environmental impact of the proposed project during 
the planning, exploration, construction, operating and, if appro- 
priate, the restoration stages. ..." 

# 

"Unless and until much more overwhelming evidence can 
be assembled than is presently available that the long-run 
ecologic, hydrographic, and total environmental consequences 
of constructing impoundments, levees, and straightening channels 
and otherwise intervening in natural processes can yield on 
balance net advantages over leaving these resources and water- 
sheds in their natural state, economic analysis should consider 
as one of the possible costs of constructing environmental 
projects, the cost of eventually restoring the watershed or other 
resources to its natural state." 



# ❖ # # 5jC 



"In conclusion, ... I would hope that concerned citizens 
in all parts of this country will have ample opportunity under the 
new standards to express their views and to make a vigorous 
input in the planning of all water resources projects. " 
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David G. Unger, National Association of Conservation Districts 

"... The interest rate used in evaluating proposed water 
resources projects should not exceed the current cost of long- 
term money to the government or the current yield to the govern- 
ment on its long-term loans. 

"NACD believes that the task force proposals to substitute 
a multi -objective approach in place of current reliance on 
economic factors represents a substantial step forward in natural 
resources planning. National economic development, regional 
economic development, environmental quality, and social well- 
being should all be evaluated and taken into account in the decision- 
making process. 

"The determination of all beneficial and adverse effects of 
proposed plans would give the public and project planners the 
best possible information upon which to base their decisions. And 
the formulation of alternative plans designed to achieve different 
sets of objectives would make public participation in the planning 
process truly meaningful. All too often in the past, project plan- 
ning has left the public and sponsors with only two choices, take 
it or leave it. 

"The original task force proposals, as we view them, 
represent the best possible approach to incorporating all per- 
tinent factors in water resources planning. We feel that the 
present proposal weakens the quality and comprehensiveness of 
the original proposals and that its adoption would seriously damage 
water resources development programs that are urgently needed 
by the citizens of this nation. " 

jfc # jfc 5$C ^ 



"The objective of national economic efficiency, we believe, 
is fundamental. So is the incorporation of environmental values. 
As conservationists, we support the environmental objective 
wholeheartedly and believe that the Environmental Ao-junt is the 
vehicle to use in determining environmental costs and benefits, 
not the discount rate. 



"I might point out that the multi- objective approach will be 
most useful in dealing with the controversial subject of channel 
improvement in water and watershed projects, making it possible 
to identify and consider all of the environmental and economic 
effects of channel modifications and alternative plans. 

• 17 
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"We believe that the regional development objective should 
be returned to its full status as outlined in the taskforce report. 
Making it apply only when approved in advance would seriously 
endanger watershed and RC and D projects which are local and 
regional in nature. Secondary and redevelopment benefits, so 
important in local projects, could no longer be used in project 
evaluation. 

"If regional development is not used in evaluating projects, 
water resource projects could not be used as effectively in 
reaching certain national objectives, such as population redis- 
tribution and rural areas development. 

"NACD believes that the objective of social well-being 
should also be given its original status in the principles and 
standards. It seems unreasonable to say that effects of projects 
on the security of life, health, and safety, on the reduction of 
pollution, and on othei' aspects of the quality of life shall only be 
noted, not taken into account in the planning and approval of 
projects. People's lives and the improvement of them are the 
sole reason for planning water projects of any kind. " 



vt* vU vt* \t# 



"... The current proposal makes most federal water 
planning activities subject to the principles and standards, but 
not all. The same is true of federally-assisted water planning 
programs. We cannot see any justification for excluding any 
such programs from these procedures. " 
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"Conservation districts are not concerned solely with 
'conservation, ' 'development, ' or the 'environment, ' however 
these terms may be defined. They are concerned with all of these 
things. Conservation district officials generally do believe, 
however, that man is going to continue to alter his environment 
and develop natural resources in an effort to improve his standard 
of living and the quality of his life. 

"Just which of man's decisions contribute to his survival 
as a species over the long run is difficult to determine. Learning 
and taking into account as much as we can about the consequences 
of plans for water development is a step toward making this 
determination. . . . " 
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Arthur Maass, Professor of Government, Harvard University 

"In recent years the techniques of analysis that have been 
used for the design of water resource programs have lagged 
significantly behind the changing objectives of society. In recent 
years the national objectives have been changing perhaps more 
rapidly than in the past. 

"Environmental quality and income redistribution to the 
poor and to depressed areas have become more important and 
national economic growth perhaps less so. Yet we have con- 
tinued to plan our water programs in terms of standards and 
criteria that place principal emphasis on national economic 
growth and to use this objective exclusively in the formal benefit - 
cost analysis. As a result, the water resource programs them- 
selves have come to be discredited in part. " 

# % # jJC sjs 

". . . The reports on new standards and criteria that the 
Council’s task force and staff prepared some many months ago 
were on the whole quite good in attacking the problems that have 
developed since World War II, as I have indicated, and in using 
new knowledge and new techniques that have been developed in 
the universities in the previous ten years to do so. 

"The document that is before us today is significantly less 
good in these regards. The Members of the Water Resources 
Council have botched things up. They have compromised the 
concept of multi-objective planning by eliminating a number of 
objectives, prohibiting the planning of projects for them, and 
by adopting a method of discounting future benefits that is both 
incorrect and inconsistent with multi-objective planning. " 

$ $ $ $ $ 

"As for multiple objectives, the document in the Federal 
Register says that our government cannot plan a project for the 
purpose of saving human life, nor for public health and 
safety. . . ." 

Sfc # # # 
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"The incidental benefits to human life that result from 
projects that are designed for the objectives of national economic 
development and environmental quality, these incidental benefits 
can be displayed but this is very different from designing a project 
for the purpose. " 



* # * # * 

"One can presumably design a project to save the lives of 
fish and birds and moose under the environmental quality objec- 
tive, but not the life of man. 

"Gentlemen, this is madness, but the .problem is not alone 
this most dramatic example of human life, and it would not do 
simply to add human life to the approved objectives. 

"Let me give some other examples. Under the proposed 
standards and criteria the Government can not plan a project for 
the purpose of helping the poor or any group of the poor ..." 

«JU JU vl# «JU «v 
n* ‘t* t “t* ¥ 

"We should plan initially for all important objectives that 
can be influenced significantly by water resources programs and 
then debate the trade-offs that we want to establish among them. 

"The result of such a debate could be that for water re- 
sources programs we place such low value on saving lives and 
on helping the Indians in comparison with the value that we place 
on national economic growth and environmental quality, that the 
first two objectives cannot influence project design. 

"If this were the case, the decision would have been 
reached with full information on the potential benefits and costs 
of all of these objectives. By contrast, in the proposed standards 
and criteria the members of the Water Resources Council have 
made the decision that in designing water resources projects and 
programs benefits and costs of saving lives, of helping the 
Indians, of many other objectives, should be valued at zero, 
regardless of their potential size, and the Council members have 
not stated either the data on benefits and costs, nor any other 
reasons that have led them to adopt this important decision. " 

# # * sjs >Jt 
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"I recommend then that you return to the draft of the 
standards and criteria that was prepared by the Council’s task 
force and staff and approve it. " 



Dr. Laurence R. Jahn, Wildlife Management Institute 



"The system of multiple accounts adds needed objectives 
to the single objective of enhancing national economic efficiency. 
The proposal is a spendid move in the right direction. But, far 
more emphasis must be given to the specific procedures and ways 
the new accounts are to be used. " 

* # * # * 

"... top priority, rather than secondary attention, in 
planning, construction and maintenance [should] be given to the 
functioning ecosystems of the resource base which, collectively, 
constitute the life support systems for all living matter, includ- 
ing man. 

"Conditions are rapidly changing as the human population 
increases and concentrate ~ in certb 'n localities, often damaging 
resources and causing dir functioning of vital ecosystems. 

Stability and health of the v v/S'lssm s must be given top priority 
attention in national and state development policies. " 

# # 5|c # # 

"The guiding principle should be to avoid irreversible 
changes, such as driving species to extinction, and to maintain 
diversity of ecosystems and their associated species. Use of 
this approach means that planned developments of water and land 
must be consistent with ecosystem functioning, not inconsistent 
or in conflict with it. " 



# # 5}C ^ # 

"Procedures spelled out and applied according to Senate 
Document 97 have clearly demonstrated the development 
inadequacies and abuses that have been permitted. The proposed 
principles and standards could help insure use of much sounder 
procedures for planning water and related land resources if 
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proper attention is given to life supporting ecosystems. This 
means that priority attention must be directed to environmental 
quality in project planning and evaluation. This highest order 
public interest value must be given primary consideration." 



o, a. 
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"The immediate need is to prepare guidelines that apply to 
all water and land planning and development projects to assure 
that ecosystems receive appropriate priority consideration by 
all units of the Federal Government, by all state governments, 
and the public. 

". . . the power -production facilities licensed by agencies 
of the Federal Government [should] be covered by the proposed 
principles and standards for water development projects. 

"Works authorized by the agencies use large quantities of 
water and have substantial potential impacts on the aquatic re- 
sources of the Nation, such as through release of warm waters. 
This thermal effect will become of increasing concern as more 
power plants are constructed." 



"Recognition of the need for this full participation by pro- 
fessionals and citizens is absolutely essential to help insure that 
the new principles and standards are applied in the soundest 
manner practical. " 



❖ 5r ❖ * 

"Legal authorities, institutional arrangements, and pro- 
cedures of governments should maintain and enhance, not 
degrade and destroy, the quantity and quality of these important 
units of the landscape. National and state standards should pro- 
vide uniform recognition of these critical units of the landscape. 
This approach would complement the purposes and intents of the 
pending National Land Use Policy Act. 

"This principle of establishing national and state standards 
and guidelines should be applied much more freely than has been 
done in past years or is proposed in the new principles and 
standards for planning water and related land resources." 
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"... All projects not yet constructed should be covered 
by the new principles and standards to assure that adverse 
environmental impacts are avoided or minimized and that 
economic calculations are current. " 



$ # 



"Likewise, it will complement the requirement that all 
projects planned using the proposed new standards and not imple- 
mented within ten years should be reviewed and planned again." 



# # sS: # 



"More ecologically sensitive evaluations and greater 
authority and use of nonstructural alternatives are needed to 
benefit functional ecosystems and avoid conflicts and debates over 
proposed developments. " 



# # $ $ $ 

"Conservationists are concerned that the regional develop- 
ment account will permit use of additional special benefits and 
double counting of 'benefits' in regional and national accounts to 
assist in justifying numerous projects throughout the country. 
This warranted concern could be minimized if the regional 
accounts are properly structured. ..." 



Honorable William L. Guy, Governor of North Dakota 

"We need in the United States to enhance the standard of 
living not only for those who are enjoying a good standard of 
living now, but those who are not. We can put a price tag on 
this. 



"We also need to preserve and enhance the quality of living 
in the United States. And it is almost impossible to put a price 
on this. So, obviously, we have to bring about a continuing 
accommodation between standard of living and quality of living, 
which are two very different things. And this cannot be done 
through a formula. " 



# # # # # 
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"The federal government over the years, through a patch- 
work, uncoordinated, inadvertent series of policies and programs, 
/has been the major cause of population shift and population 
maldistribution. . . . 

"We are gathered today to discuss another patch that the 
federal government proposes to further exacerbate the maldis- 
tribution of our population. I speak of the proposed increase in 
the 'discount rate' used to judge the worth of some selected 
federal projects principally involving water and related land use. " 



". . . We should establish a goal to distribute opportunity 
across the United States and hence voluntarily distribute our 
population in order to avoid the heavy costs of congestion and 
a diminishing quality of life." 



"We must establish a goal of preservation of ecological 
balance and the maintenance of a favorable environment for the 
benefit of people today and those in future generations. " 



"Because water is so essential in everything we do and in 
any progress toward our national goals, it should be obvious that 
there will be fierce competition for this limited resource called 
water. 

"So serious is the limitation of potable water that we must 
strive for a wise and reasoned accommodation between our need 
to develop to provide jobs and investment opportunities on the 
one hand, and the need to conserve, preserve, and enhance our 
environment on the other hand. " 



"We need to talk about how we can perfect the thought 
process we must go through to adequately and wisely judge the 
worth of water related projects. This thought process needs to 
be multi-disciplinary, delicately balanced, and highly sensitive 
to all points of view. 





17 



"It must include comprehensive planning unimpeded by a 
required conformity to an impersonal, mechanical, preprogrammed 
formula. The opportunity cost of money or discount rate is part 
of such a formula. 

"The cost-benefit ratio should be regarded as a valuable 
source of comparative information, but it should not be used as 
the only criterion in judging the worth of water resource projects. 
And to interject an even higher discount rate in cost-benefit com- 
putation is to compound the inadequacy of the cost-benefit ratio 
itself. 



"The use of the high discount rate to determine the worth of 
a federal project is comparable to the use of a crowbar to adjust 
the mechanism of a fine watch. 

"Our nation must shape our resource development or deny 
development based on a comprehensive study of the merits of 
each case. We should not seek to stifle consideration of com- 
prehensive merits of a project or the debate over such a project 
by an arbitrarily selected high discount rate designed to defeat 
projects rather than to illuminate their worth," 



Dr. Leo M. Eisel, Environmental Defense Fund 

"We believe that while the proposed principles and stand- 
ards are, in general, firmly grounded in benefit-cost and welfare 
economic theory, adequate concern has not been given to methods 
for their practical application. If the proposed principles and 
standards are to result in more socially, economically and en- 
vironmentally desirable policies and programs, additional 
attention must be given to application methods. " 

# 

"Estimation of project cost is always easier than measure- 
ment of benefits to society from providing municipal and indus- 
trial water supply, flood control, hydropower, recreation, and 
so forth. The proposed principles and standards indicate will- 
ingness to pay will be the 'general measurement standard 1 for 
evaluating increases in the national output of goods and services 
associated with a water resource project. 
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"Measurement of willingness to pay for water supply or 
electric power may, however, be difficult or impossible. The 
proposed principles and standards suggest the cost of the most 
likely alternative means of obtaining an equivalent output can be 
used to approximate total value when the willingness to pay method 
cannot be used. 

"Under Senate Document 97, the cost of the most likely 
alternative for equivalent water supply or hydropower production 
is used consistently to evaluate water supply and hydropower 
benefits from a specific project. As employed under Senate 
Document 97, this evaluation method has severe deficiencies and 
continuation under the proposed principles and standards is 
undesirable. " 



". . . a more explicit set of guidelines for use of alternative 
cost must be included in Section III B of the proposed principles 
and standards (pages 24153 to 24155). The proposed guidelines 
do state it must be a real alternative that could and would likely 
be undertaken in the absence of the proposed project. 

"The proposed principles must also include guidelines to 
insure that federal agencies will provide adequate evidence that 
the alternative is a viable one and would be undertaken in the 
absence of the proposed program. Without this assurance, the 
use of alternative cost may be spurious and result in misappro- 
priation of public money, ..." 



■-:< * * * * 



"Discussion of the appropriate discount rate in Section IV D 
of the proposed principles and standards presents all the correct 
arguments and reasons for equating the discount rate to the oppor- 
tunity cost of federal investment --then reaches the wrong 
conclusion. 

"The discount rate is not the proper vehicle for incorpora- 
tion of a subsidy to water resource projects. If a clear decision 
is made to subsidize water resource projects for a specific re- 
gion, this decision should be implemented through the 'regional 
development objective, 1 not through a discount rate. 
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"Use of a 7 percent discount rate for all water resource 
projects will result in continued authorization and construction 
of economically inefficient projects. This misallocation of 
federal money cannot be tolerated in the United States today with 
its critical needs for massive federal assistance in urban redevel- 
opment, inner-city education, health care, drug programs, en- 
vironmental protection, and so forth. 

"If income transfer to specific regions is desired it can be 
accomplished through other mechanisms more socially desirable 
than economically inefficient water resource projects. " 



"For these reasons, it is imperative for the Water Resources 
Council to follow the reasoning of Section IV D and recommend 
the 10 percent rate. This does not eliminate income transfer to 
deserving regions or to deserving poor people, it merely requires 
an explicit decision be made to subsidize a specific water resources 
project. " 



Stephen A. Marglin, Professor of Economics, Harvard University 

"I would like to say categorically that the standards and 
criteria proposed with respect to discounting are wrong in prin- 
ciple and likely to be wrong and detrimental in practice. They 
are even wrong in terms of the theory on which they are based; 
that is to say, their incorporation reflects a misunderstanding 
of the theory on which discounting and particularly its application 
to public investment is generally based. 

"I have serious quarrel with the theory. I think the theory 
is basically wrong, but even with respect to that theory, if you 
accept it, then I would argue that the application of it as reflected 
in these draft standards and criteria is incorrect. 

"Opportunity cost ... as it is presented in the draft 
standards and criteria, as the appropriate criterion for dis- 
counting in the public sector, requires one of two equally unten- 
able assumptions: either that, the economy is optimal in a sense 
that economists give to this term, and which I think nobody could 
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seriously maintain about the American economy, with respect to 
such issues as the distribution of income, the performance of 
various units, the relationship between private goods and public 
goods, and a whole host of dimensions. . . . 

"The other as sumption that would justify the opportunity 
cost principle equally untenable in my view, is that the alterna- 
tives with which public investment is implicitly being compared, 
either in the private sector or public sector itself, have identical 
time profiles so that in effect the discounting question really 
becomes of a very secondary nature. And if you want to maintain 
that, then it seems to me it is up to you to demonstrate that that 
is the fact of the case, that the time profiles of the alternative 
investments with which a particular water project dr any other 
project is being compared implicitly or explicitly are in fact 
identical, and then, as I say, it seems to me you can justify the 
opportunity cost principle. . . . 

"Now, I would suggest that the correct procedure is to use 
a combination of a social rate of discount, a rate of discount which 
reflects the political and public aspects of investment that is made 
by a government on behalf of all of the people, a social rate of 
discount coupled with an opportunity cost concept, but one which 
is used as a measure of a price, of the value of capital resources 
being devoted to water and therefore taken away from other sectors 
entering as a price not as a rate of discount. You reevaluate the 
capital costs in terms of what is called technically sometimes an 
accounting price of investment or accounting price of capital, but 
inter -temporal comparisons are made in terms of the social rate 
of discount. ” 

* * # # # 

"So the first issue then and the first point then I would like 
to emphasize to you is that the opportunity cost principle as 
enunciated in the document is wrong in terms of the theory on 
which it is itself based, and likely to bias projects in the wrong 
direction if applied in practice. " 

* * Sic >!< # 

"The second point, or the next point I think I would like to 
emphasize to you, or is important to emphasize, builds upon the 
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achievement of this document and to a greater extent the achieve- 
ment of the task force document of 1970 in recognizing the legiti- 
macy of alternative objectives and the legitimacy of making plans 
responsible to these other objectives, and deals with the problem 
of how you make your display of benefits and costs, or your 
information that you make available to decision makers on benefits 
and costs comparable across objectives. 

"Now, I don't know if the implication of this present docu- 
ment is that you use the same discount rate for other objectives 
for environmental quality for regional development, and I would 
hope for social well-being, as you do for the national development 
objective, but if that is the implication, I would like to know what 
the justification of it is because I see none myself, and it seems to 
me that it is an important gap in the document, if that is indeed 
what is intended, and, if it is not, what is intended, then I think it 
must be developed and stated as to what are the principles for 
discounting the benefits and costs with respect to objectives, other 
than national economic development." 

"I would propose to you, first of all, that one of the major 
thrusts of the Water Resources Council ought to be to calculate 
the opportunity costs of investment in water resources in terms of 
the real value of the resources devoted to water, that is to say, as 
a price, not as an interest rate, and that that is the only appropri- 
ate basis for introducing discounting into evaluation of public 
investment. I would give this myself very high priority in your 
research efforts. 

"As an interim measure, I would propose that you extend 
the logic of what you have done and what I admire so much in your 
effort, and that is of granting legitimacy and bringing to a par with 
national economic development other objectives. 

"As I say, I would go back to what you had in 1970, namely, 
with social well-being and environmental quality and regional 
development on a par with national economic development. 

"I would extend that logic of preparing, therefore, alterna- 
tive plans responsive to each of these objectives to, at least on an 
interim basis, to the problem of discounting, and I would prepare 
alternative plans and evaluate them with respect to spectrum 
discount rates and not with respect to single discount rates. 
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"Now just to give you an example, and I mean this only as 
an example and I would like to emphasize that so I am not at any 
point quoted out of context as recommending a particular number 
to you for the discount rate, but as an example I would have, let 
us say, three discount rates: low, medium and high, which would 

not be common to all objectives because what is a low rate with 
respect to one objective may not be a low rate with respect to 
another objective. 

"For example, a low rate for a national economic develop- 
ment might be two and a half percent but for environmental quality 
zero, which would indicate that the relative emphasis on future 
environmental quality should be higher relative to the present than 
it is with respect to national economic development because of the 
expectation that the problems of the environment are going to get 
more serious as time goes by and not less. 

"Similarly, with respect to regional development and well- 
being, a low rate might be five percent rather than two and a half, 
an expectation being that other programs are going further, which 
at some reasonable date in the future are going to make these 
problems less pressing for water resources design because the 
regional and class disparities of income will have been 
ameliorated. 11 
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"A set of medium rates for these objectives might be, again, 
for example, five percent for national economic development, two 
and a half percent for environmental quality, seven and a half for 
regional and social well-being objectives, and a high set of rates 
might be seven and a half percent for national economic develop- 
ment, five for environmental quality, and ten percent for regional 
development and social well-heing. " 

O* 

"The discount rate issue is viewed by most people solely in 
terms of more or fewer projects, and they couldn't care less 
about what the right way of discounting is. I think that, as I say, 
is an error. I think it is not as much more or fewer projects that 
is at issue as the nature and kind of projects that we will have." 
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Dr. J. A. Stockfisch, Economist, The Rand Corporation 



"The major reason for use of the private opportunity rate of 
return, as I see it, rests on the interrelated ideas that cost- 
benefit analysis requires that a sharp conceptual distinction be 
adhered to with regard to costs and benefits, and that the govern- 
ment employ the same 'counters 1 as does its subjects in reckon- 
ing the value of resource inputs that are acquired to conduct 
government activities. The first idea, that cost and benefits (or 
utility) be kept conceptually distinct, accepts the notion that 
decisionmaking affecting the allocation of scarce resources 
requires some coherent way of ranking alternative uses to which 
resources may be put. Cost, in this sense, then comes down to 
providing a measure of alternative uses that are given up as a 
result of a particular course of action. 

"The second idea, that the government employ the same 
'counters' as does its citizens, rests on the belief that the cost 
of government resource using activity should be revealed (or 
exposed?) in terms of things the citizens are called upon to give 
up, through the workings of the government's use of coercive 
financial devices like taxation and money creation. Generally, 
with the important exception of procurement of military manpower 
by means of conscription, this principle is adhered to when the 
government hires labor in the market. I contend that the cost of 
capital inputs should be placed on 'all fours' with labor inputs. 

To use a rate of discount that departs from the private opportunity 
return, which the government can easily do because it is not 
obliged, for example, to lease or hire its capital goods (as it 
hires labor), simply renders ambiguous the cost calculations of 
its resource-using activities. 

"This general line of reasoning, incidentally, is neutral on 
the matter of whether the government sector should be large, or 
small; or whether there should be more or fewer water projects, 
or more or less defense spending and so on. It does not depend 
upon any assumption that the existing allocation of resources 
which can affect the relative cost (or prices) of different inputs is 
'optimal' , by any of a possibly large number of criteria that 
might describe optimality. Nor does it rest upon the idea that 
cost is, in fact, independent of demand or the valuation of outputs, 
or utility or benefits (although the argument that cost and benefit 
be kept conceptually distinct could be so construed); indeed, cost 
and demand (or valuation) are mutually interdependent, as a clear 
understanding of the opportunity cost doctrine within the context of 
a social economy makes evident. 



24 



"If one does not accept revealed market valuations of 
resource services --mutually determined as they are by technical 
transformation conditions and money demands --as the appropriate 
measure of cost, then one must employ some other measure of cost 
for any or even all resource inputs, if one is obligated to under- 
take a cost -benefit calculus. The 'some other measure' must 
necessarily be the result of a valuation process. The results of 
such valuation process have also come to be termed 'shadow 
pricing 1 , but it is a valuation process nevertheless. At this 
point, the question of 'whose' shadow price and what are the 
principles by which it is set arise. 

"There is nothing inherently wrong with developing shadow 
prices (indeed, my method of calculating the private opportunity 
return implicitly employs such a technique to take account of the 
'tax wedge 1 upon the yields from private investment). However, 
use of a shadow pricing approach, unless one is careful, is 
susceptible to obfuscating the distinction between cost and demand, 
or more precisely in the context of cost-benefit analysis, between 
cost and benefits . . . . " 



"But, overall, I find the social discount rate concept a 
rather disingenuous way of addressing the subject of evaluating 
government programs. It is a way of providing a cost rationale 
for something when the issue should be explicitly hammered out in 
terms of demands, or preferences. If the same approach is 
applied to other inputs ... it makes a shambles of any attempt to 
conduct cost-benefit or cost-effectiveness analysis of government 
programs. The real operational content of all this, it seems to 
me, amounts to the assertion that political decisionmakers, when 
employing the coercive power of the state, can override any set of 
preferences that its citizens would otherwise register in the 
market place. But this has always been true. However, I see no 
reason to confuse the concepts of cost and benefits (which are 
admittedly fragile) in the process. It would be better, it would 
seem, to dispense with cost-benefit endeavor entirely. 

"Thus far I have only discussed the 'principle' pertaining to 
costing capital inputs employed for government resource-using 
activities. The problem of determining empirically the 'opportu- 
nity cost of capital, ' is a separate issue, and entails some com- 
plexities which I have addressed elsewhere. I estimate that rate, 
before taxes, to be around ten percent, after an allowance for 
inflation. . . . " 
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Mr. David H. Brune, Trinity River Authority of Texas 

. . No other area of Federal expenditure, except water 
projects, is governed by the necessity of a favorable benefit-cost 
ratio. Otherwise stated, all Federal expenditures are decided on 
the basis of an intangible policy requirement (the public need, the 
public welfare, the public good, etc. ), except as to water . ..." 
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". . . In my personal opinion, the PROPOSED PRINCIPLES 
AND STANDARDS are a dire threat to the future of water resource 
development in Texas. Texas water interests must unite as never 
before to accomplish either the total abandonment of the 
PROPOSED PRINCIPLES AND STANDARDS or their modification. 
The two areas for possible modification are in the areas of the 
discount rate and the 'Grandfather' Clause. ..." 



Dr. George W. Folkerts, Aquatic Biologist, on behalf of the 
Alabama Conservancy 

"Now, in Alabama and throughout the South, there is growing 
concern over the fact that our State and the region have become a 
haven for destructive Federal projects. This perhaps. has not 
occurred in some of the areas where some of the rest of you are 
from. These projects are initiated and pushed very often without 
regard to their true worth to the public. Many of these projects 
are promoted under the guise of 'regional development' and most 
are claimed to be 'tremendous economic boosts' to the areas 
concerned. Upon closer examination, however, many of them 
turn out to be little more than devices for perpetuating the power, 
sphere of influence, and appropriation of the bureaucracy con- 
cerned or their associated special interest groups. Such projects 
are often ecologically disastrous and in many cases are 
economically foolhardy. ..." 
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". . . When a contrived cost-benefit ratio is used in com- 
panionship with a discount rate that is too low, almost any kind of 
project can be justified, regardless of its true worth. The 
citizens for whom I speak ask the Council to disregard pressure 
brought by developers and other vested interests who would benefit 
by a low discount rate. The time has come to consider first the 
welfare of the people. . . . 
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’’Public Law 566 projects and R. C. & D. projects should 
definitely be included under the authority of the Standards, . . . " 



^ ^ ^ 



. . the regional development account appears to be a 
mechanism for the perpetuation of pork barrel schemes. We 
would like to see the regional development account eliminated. 
There is some kind of faulty logic here if when development is a 
prime objective environmental considerations must take a back 
seat. ... 



"All projects, whether already started, proposed but not 
activated, or new should fall under the authority of, and conform 
to, the new Standards. Not making these Standards retroactive 
means that previously authorized projects will not have to conform 
to standards currently considered valid, and there is no logic in 
that at all. " 

}§< % Jfc # # 

"The demographic, projections contained in the Standards 
assume a larger population growth in the United States than will 
probably occur, and much larger than we can safely allow to occur 
if we want to save this part of the world. . . . 

"Now, although it is not clear exactly to me which types of 
projects fall under the Standards, ... I didn't see anything about 
the activities of the Atomic Energy Commission as they pertain to 
the stimulation of water usage by nuclear power plants. I'd like to 
see some statements in there about that. Also the open space 
grants by Housing and Urban Development and waste treatment 
grants administered by the Environmental Protection Agency, 
there's been nothing specified about those, and it seems that they 
would logically fall under the authority of these standards. 

". . . It is hoped that when these Standards are finally 
approved they will contain measures designed to increase the 
share of the cost paid for by beneficiaries. ..." 



# # # # 



"Totally, the Proposed Standards are not stringent enough 
to prevent projects authorized under them from further degrading 
the environment. They are oriented toward developers and slanted 
toward the philosophy that economic gain is important above all 

else. ... 
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"I would therefore like to make the following general recom- 
mendations for the Council's consideration: 

First, priority should be given to the preservation of the 
environment and the life-support systems that man depends 
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. . We shall interpret stringent Standards as an indica- 
tion that the present Administration is concerned about the quality 
of life in our state. Weak Standards will be a disappointment and 
will put those responsible in the position of obviously not respond- 
ing to the desire and needs of the public. 11 



Mr. Harry N. Cook, Executive Vice President, National 
Waterways Conference, Inc. 

"Like benefit/cost analysis, the discount rate has become a 
device by which OMB seeks to manipulate the water program. By 
insisting on evaluation standards based on national economic gains 
discounted at a high percentage rate, OMB can effectively limit 
expenditures for water programs. The claim can be made that 
such programs do not meet required economic tests and that the 
Federal Government, therefore, should be putting its money into 
other more efficient programs. 

"This marketplace concept where water is treated as just 
another commodity- -like apples or cabbages--is just not valid. 
There is no substitute for water. ..." 
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"The opportunity cost concept as a basis for determining 
the discount rate is fallacious. Private sector and public sector 
investment just cannot be compared. The two sectors do not 
produce the same type of goods, and they do not seek the same 
returns from their investments. ..." 



"Implementation of higher discount rates would mean that 
projects and plans would be scaled down. But there is hardly any 
way to scale down navigation, flood control or reclamation 
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projects. These are 40- or 50-year projects, and a high discount 
rate simply means that the 10- or 15-year project is given 

preference. 11 j 
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"The matter o£ discounting is itself somewhat controversial. I 

Many Federal Government programs are not discounted at 
all. ..." 
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". . . When approved in advance, regional development can 
be considered as an objective in planning future water programs. 

Approved by whom? This should be spelled out so as to remove 
any possibility for future misunderstanding. ..." 

$ $ 3{c 

". . . Social Well-Being. . . . Admittedly, it is difficult to 
define the Nation's social goals and an even more demanding task 
to show the beneficial and adverse effects of specific water 
projects in meeting these objectives. 

"But such objectives are very real and, in this day and time, 
more significant than ever. Consideration of social well-being 
should be a vital part, therefore, of the process of laying out 
various alternative plans involving water resource conservation 
and utilization. If the multi-objective planning approach is to 
have real meaning and relevance, social well-being should be 
restored as a full-fledged objective. " 

i 
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". . . Efforts to make local beneficiaries pay more of the 
cost of river programs are not desirable. Such programs are i 

supposed to be undertaken to provide broad public benefits. This 
is why we are so concerned about realistic evaluation: to deter- 
mine the real benefits to the public. " 

^ jjc 

". . . Some cost-sharing is in order, but 1 believe the gov- 
ernment should move slowly in changing the present procedures. " 
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"Most water resource development proponents believe that 
five years is too short a grace period; they point out that ongoing 
projects often experience delays of five years or more for data 
collection or other planning purposes. Projects now in process, 
they contend, should not be affected by the new standards, since 
they change the entire ground rules for project formulation and 
evaluation. 

", . . One of the objectives of water resource planning in 
the future is to be environmental quality. It should have been 
considered long ago. It was a mistake for the Budget Bureau to 
insist that economic efficiency should be the overriding consider- 
ation in evaluating every river plan. But it would be a mistake 
now, I believe, to go all the way in the other direction and give 
priority to the environmental objective. What we need is a fair 
and complete environmental analysis as well as a thorough and 
realistic economic analysis. " 



"Navigation programs, in particular, seem to come under 
the gun in the proposed standards. Low-cost water transportation 
can be of tremendous importance in achieving national objectives, 
including enhanced economic productivity while restraining infla- 
tionary pressures. Rather than taking advantage of navigation 
programs, however, OMB persists in throwing up new obstacles. " 

"The cost of transportation concept is a fine theory but it is 
hardly practical in analyzing the economics of water vs. rail 
transportation. And besides, it is in direct conflict with the 
formula set down in the Department of Transportation Act. This 
is a basic inconsistency in the proposed standards which should be 
resolved by elimination of the 'willingness to pay* stipulation. " 



Mr. Ted Pankowski, Izaak Walton League of America 

"In our judgment, they [the Principles and Standards] could 
lead to the development of an environmentally responsive process 
for the satisfaction of economic and social needs. ..." 
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. . Ironically, special interests are crying over the need 
for ’"balance’ at a time when more and more citizens are pleading 
for a redress of the existing 'imbalance. 
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"Contrary to the amoral stance taken in the Principles and 
Standards, environmental protection is not just a matter of 
subjective preference but an indispensable prerequisite for all 
economic progress, and no dichotomy can long exist between the 
two. ..." 
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"In our judgment, it is inappropriate to limit environmental 
considerations to ’certain’ natural and cultural resources and 
ecological systems, and we recommend that such qualifiers be 
dropped just as we hope that the listing of environmental resources 
in the environmental account is exemplary rather than all- 
inclusive. 

"More fundamentally, the environmental account lacks a 
means of judging the importance of a particular resources within 
the context of a broader environment. Certainly social and 
political preferences will continue to be important in allocating 
land and water uses, yet it is not possible for decision makers 
and the general public to get an accurate picture of what particular 
decisions mean when assumptions are presented as facts." 
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". . . We must opt for a more realistic and higher discount 
rate and for a greater measure of public participation in water and 
land resource programs. 

"The proposed regional account for us is the subject of fear 
that so-called secondary benefits will continue as a means of 
project justification. For economic purposes, the regional 
account should in fact be unneces sary. It matters less whether 
public needs are identified by local, state, regional, or Federal 
interests. The planning process should be open to all and specific 
proposals should be judged on their merits and value to society 
rather than on their source. " 
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"The fruits of a healthy environment in fish and wildlife 
resources, casual recreation opportunities, amenities and the 
like is a public heritage and the burden of cost sharing should be 
on those who dimish or take special privilege from it. " 



Gen. Herbert D. Vogel, American Society of Civil Engineers 

"The American Society of Civil Engineers, with a member- 
ship of 66, 000, is to be sure vitally interested in assuring that the 
development of the Nation's water and related land resources 
moves forward in a way to provide a sound and better quality of 
life for the people of these United States. 

"The Society is deeply concerned with the delays in needed 
development of the water resources, due to adjustments to meet 
today's environmental requirements. The Society views the 
objectives of the 'Proposed Principles and Standards' as a positive 
comprehensive approach to resolution of this serious problem. 

"The Society, therefore, supports the objectives of the 
proposal as announced in the Federal Register on December 21, 
1971, as an important long needed step forward in the effort of the 
Federal Government to properly consider and evaluate all impor- 
tant factors bearing upon the security and welfare of our Society 
in the justification of Federal participation in proposed public 
works projects. " 
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". . . The Society considers that the gains to the social 
welfare of the country clearly distinguish the discount rate appli- 
cable to public works from that applicable to private investment. 

"The Society, therefore, believes that the discount rate 
based upon the concept of 'cost of money' to the Federal Govern- 
ment should be retained. " 
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"The Society recommends that 'Regional Benefits' be con- 
sidered and evaluated for each project by the planning agency with 
their applicability for accounting purposes being conditioned upon 
their meeting the criteria of such benefits as defined in the 
'Principles and Standards' and justified in the planning report." 
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"To limit the period to five years would seriously bog down 
the public works program with delays for review of authorized 
projects and consequent delays in planning for new projects. 

"The Society, therefore, recommends that the 'Principles 
and Standards ' not be applied to already authorized projects 
unless actual construction has not commenced within ten years 
after authorization. 

”. . . The Society notes that the 'Activities Covered' do not 
include those Federally assisted programs of the Environmental 
Protection Agency and of the Department of Health, Education, 
and Welfare. Perhaps others are not included. 

"The Society recommends that the 'Principles and Standards' 
be applied to Federal participation in all comprehensive regional 
or river basin planning of water and land resource development 
and to all Federally assisted programs including grant programs 
to states, interstate or intrastate entities. 

"In addition to the modifications outlined above, the Society 
considers that an intensive training program is essential to 
effective and expeditious application of the 'Principles and 
Standards. '. . . " 
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". . . [Recommended] That there be carefully drafted a 
clear-cut, readily understood, plain English summary of the 
'Principles and Standards' and made a part thereof, and . . . that 
special care be taken in the drafting of the 'Procedures' to clarify 
and simplify the application of the 'Principles and Standards.'" 



Dr. Paul E. Roberts, Professor of Economics, University of 
Florida, on behalf of the Environmental Defense Fund 

"The most favorable aspect of the proposed principles is the 
discussion about the appropriate discount rate to be used to 
discount future benefits and costs. Most of the evidence reported 
in the proposed principles and elsewhere point to an appropriate 
discount rate of at least 10 percent. 

"I find no disagreement with this interest rate and agree 
that it would be appropriate for the next five years. But rather 



33 



than establish a fixed rate of 7 percent as suggested, for reasons 
of political realities, I would rather see a range of interest rates 
recommended, with a lower rate at 7 percent and the upper rate 
at 10 or 12 percent. This would allow for some flexibility in 
analyzing vastly different projects which all have varying degrees 
of risk and uncertainty associated with them. 

"I am afraid that if one particular interest rate is estab- 
lished, then the analysis will be built toward forcing benefits and 
costs to conform with this criteria as a. fixed parameter. 11 
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"In line with the analysis concerning the discount rate, the 
discussion about risk and uncertainty is appropriate. It seems 
even more important to establish a range of discount rates to 
allow for varying degrees of risk and/or uncertainty, depending 
upon individual situations. 

"In addition, it would be difficult to conduct, for instance, 
sensitivity analysis with fixed discount rates. One of the more 
revealing aspects of sensitivity analysis is to vary the discount 
rate, to account for risk or uncertainty, in order to observe the 
effect on the analysis. " 



Mr. J. W. Hersey, Chairman of the Board, American 
Commercial Lines 



"I appear here today to register my strong disagreement 
with the 'opportunity cost' theory . . . 

"The rationale underlying the application of so-called 
'opportunity costs' in discounting these benefits rests upon the 
assumption that such a national investment requires an increment 
of taxation which in turn deprives the citizens of funds which 
otherwise would be available. It presupposes that such a public 
investment requires citizens to forego an opportunity acting as 
private investors to commit in the aggregate an amount of such 
public investment at a return equal to the 'opportunity' rate of 
return. 

"This argument is fallacious for a number of reasons. 
First, it assumes correctly that whenever Congress appropriates 
a sum of money for a specific purpose it increases taxes. 
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Conversely, it presupposes that failure to commit a specific sum 
results in a tax abatement, which makes its way somehow into a 
worthwhile profitable private investment. Current deficit 
financing strongly suggests that there is no direct relationship 
between tax relief and the volume of government expenditure. . . . 

". . . the mistaken theory of 'opportunity costs' assumes 
that every dollar is like every other dollar; that a dollar's worth 
of consumption, sensible or frivolous, is equal in value to society 
to a dollar's worth of benefit such as freight savings, which may 
have as its effect an improvement in balance of payments, or an 
enhancement of our international competitive position or the 
ability of the farmer to reach a particular market. 

". . . the reliance on mathematical criteria for government 
commitment of its funds for water resources development on the 
theory of 'opportunity costs, ' if correct, would have to be applied 
to other government programs in which loans, grants and direct 
investment are dedicated. 

"There appears to be no reason to treat the fiscal develop- 
ment of water resources any differently than other government 
programs which are also designed to enhance the quality of life 
and the economic development of the country. " 
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". . . The progressive increase in the discount factor will, 
in short, achieve its real purpose, to wit: bring to an end the 
development of our waterways for navigation. It is death by 
strangulation. 

"Meanwhile, what are our competitor nations doing? In 
Holland, Rotterdam is now completing the fabulous Europort, 
which has had the effect of making Rotterdam-Europort by far the 
largest facility in the world, bringing to the European economic 
community the advantage of importing ores and petroleum and 
grain in ships of 250, 000 tons capacity and greater, while the 
United States must content itself with the higher costs attending 
the use of ships one-third this size. " 
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"Clearly, all projects must be undertaken with the physical 
constraints which will protect the environment and certainly 
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minimize any change in the ecology. Existing new laws relating 
to the protection of the environment contain all the weapons which 
the environmentalists need. Indeed, signs of over -kill are 
evident. i: 



Dr. Steve H. Hanke, Assistant Professor, Departments of 
Geography &r Environmental Engineering, and Political Economy , 
The Johns Hopkins University 

"Although there are differences in emphasis between evalu- 
ation and cost- sharing- -evaluation dealing with benefit-cost 
relationships in production and consumption, and cost- sharing 
centering on the incidence of benefits and costs--they cannot be 
separated in proper e conomic analysis. . . . 

"Cost allocation, reimbursement and cost-sharing proce- 
dures should be integral parts of the evaluation process. " 

"If evaluation procedures are to have consistency, the 
following reimbursement principle should be adopted by the WRC: 
the beneficiaries of water resource projects should be charged 
the full cost of the goods and services provided them unless 
either the cost of imposing and collecting such a charge is pro- 
hibitive or an explicit decision to redistribute income is made and 
it can be demonstrated that the incidence of project benefits is 
consistent with this decision. n 
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"Local beneficiaries favor inflated program objectives if 
they are not held accountable for the costs that they impose. To 
eliminate this type of cost-sharing bias, local beneficiaries 
should be required to share the costs of a project in proportion to 
their incremental benefits. 

"Water resource management has historically been based 
on managing supply--augmenting supply to meet 'requirements.' 
Demand management through proper cost allocation, cost- sharing, 
and pricing is at variance with standard practices; price is almost 
never employed to manage use. 
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"Perhaps this element of water resource management has 
contributed more than any other to the water resource agencies' 
bias toward development and overexpansion. If properly con- 
ceived, pricing policy in water resource management should 
avoid wasting resources on needlessly large water resource 
projects, while maintaining proper use of available supplies. " 



Mr. Carl H. Bronn, Executive Director, National Water 
Resources As sociation 



". . . Inasmuch as the law that establishes the Water 
Resources Council has a preamble which calls for optimum 
development of natural resources through water resources plan- 
ning, it would seem pertinent that optimum development be made 
quite clearly a concept of the principles. I can find criteria 
about the most efficient plan, criteria about no development at 
all, but nowhere in there can I find that optimum development is 
required by ihe law, is to be a concept for development. 

". . . again the law that established the Water Resources 
Council says very clearly that the Council shall give a regard to 
social goals. This is not clear. In fact, it becomes apparent 
that social goals will not be a basis for formulation. And so we 
urge you to take into account social goals for project formulations 
which, to us, is the intent of P. L. 89-80. " 
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". . . all planning has some kind of action as the end 
product, either actions to do something or at least decisions to 
do nothing. In this, the b/c ratio has been a decisive factor. It 
is not quite clear to me what the b/c ratio will be. I thought I 
understood at one time. I am now of the opinion that I don't, and 
I think it would be well for the final principles to have a stronger 
statement, and I believe the intent is to the effect that the b/c 
ratio would not be a dominating or an eliminating factor by 
itself. . . . 



". . . I'd like to go back to [Elmer B.] Staats again . . . 
He testified to the Joint Economic Committee when they were 
wrestling b/c ratios, and other concepts in the government, that 
discounting has a function; but for major decisions by the 
Congress, discounting is only one function and that the Congress 
should always be presented with an array of discounted benefits. 
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We should like to second that recommendation. It's a simple 
thing. The graph will show the time streams, the benefits, and 
the costs. " 



Honorable Pierre S. Du Pont IV, Member of Congress 

"I recommend that all Federal water resources projects be 
evaluated at the rate of return on private investments and if it is 
deemed desirable to subsidize water resource projects on a 
specific type or in a specific region, that an explicit decision to 
do so be made. Continuation of the existing subsidy to water 
resource projects through the discount rate, as demonstrated by 
the proposed seven percent rate, in my opinion should be 
terminated. " 
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". . . under the present system many years elapse between 
authorization of a water resource project and initiation of con- 
struction. Throughout this period, the cost and benefits of a 
project are annually updated and revised for presentation to the 
House and Senate Appropriations Subcommittee of the Committee 
on Public Works. All the costs and benefits associated with the 
project are annually updated with one important exception- -the 
discount rate. " 
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"Continuing to use a discount rate appropriate to 1948 in 
1972, while updating all other costs and benefits parameters, is 
economically and socially absurd. ..." 

# # % # # 

"I recommend these proposed guidelines terminate the 
grandfather clause and require at least the recommended 7 per- 
cent, and preferably a 10 percent, discount rate be applied to all 
projects after approval of the Principles and Standards for 
Planning Water and Related Land Resources by the President. 
Continuation of the discount rate grandfather clause serves no 
social or economic purpose. " 
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Mr. Donald R. Allens Law Firm of Duncan, Allen and Mitchell 

. I am personally distressed, however, at the extent of 
misinformed discussion taking place over the proposed principles 
since their publication. 

"I have heard serious people, who I am sure know better, 
oppose or endorse the principles because of what they think the 
higher discount rate will do or not do to water resource projects. 
This is utterly ridiculous, as anyone who has taken the time to 
read the proposed principles will agree. A five, seven, or ten 
percent interest rate by itself will not necessarily sink or float a 
Corps project in this day and age. ..." 

# # # # 

". . . The real issues here concern, one, the extent to 
which the public is involved in identifying objectives which will be 
studied in a project situation, the use to be made of the regional 
development account, the environmental quality account, the 
social account. 

". . . the impact of the account analysis will have on 
planners and their products; and, . . . finally, whether water 
projects will become more responsive to water resource needs 
by virtue of the principles. 

"Before turning to my specific comments on the proposed 
principles, I would like to raise one fundamental question which 
occurred to me and for which I do not yet have an answer. To 
what extent can we consolidate, improve, refine, and intensify 
our planning process before we reach a point where the projects 
we are planning and the objectives we are pursuing are beyond 
the scope of our existing legislative authority? " 
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"... I have some problem with the degree of sophistication 
which the proposed principles and standards would require in 
water project planning. . . . Federal officials do their best to 
formulate plans to meet wat ^r resource needs. However, they 
work with limited tools, and in a society which is relatively 
unplanned the proposed principles call for an extremely sophis- 
ticated measurement of project costs and benefits. " 
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. . The principles would require precise measurement 
of these labor force shifts in population. . . . 

"If there is a national population policy, how does any one 
project fit into it? More importantly, how does project 1, 
project 23 and project 41 taken together affect the national popu- 
lation policy. This failure to relate project-by-project effects 
to the overall impact of water resources programs and in turn to 
national policy is not unique to the principles. S. D. 97 suffers 
the same defect. . . . 

"My point is that we may be overemphasizing precision in 
individual project analysis and not paying enough attention to 
analyzing whether our water resource projects taken individually 
and together effectively address our national needs. ..." 
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". . . to the extend the Council is convinced its proposals 
do not exceed existing legislative authority, I heartily recommend 
that it press on. To the extent new legislation is needed, the 
Council should seek it. Federal dollars will be spent, no matter 
what we do here, on water resource development, irrespective of 
the plan formulation technique utilized or the discount rate 
adopted. " 
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"... In their present state, the proposed principles are 
without implementing guidelines. They constitute basic principles 
which lack an implementing element. Grave danger lies ahead 
for the principles and Federal water resource agencies if proper 
steps are not taken to implement the proposed principles prior to 
final adoption. ..." 
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3. SUMMARIZED EXCERPTS FROM THE PUBLIC RECORD 

National Association for the Advancement of Colored People 
(NAACP) - Western Region 

While the Dallas Negro Chamber of Commerce acted in con- 
cert with most Chambers of Commerce in opposing the slowdown 
of water resource development, the Western Region of the National 
Association for the Advancement of Colored People issued a state- 
ment opposing water resource development as it is currently 
handled. The main thrust of the statement was . . that the 
allocation of billions of dollars for water projects is at the expense 
of other federal programs (such as model cities, urban mass 
transit, public housing, and education) that are directly designed 
to ease the crushing burdens of the urban poor and to correct past 
social and racial abuses. ..." 

It is the contention of the NAACP that the following areas of 
the Principles and Standards should be revised. The discount rate 
should be set no lower than 10 percent. ", . . Obviously, any 
project that would be viable at a rate of 10% would have to demon- 
strate a wide range of benefits to broad segments of the public. 
Social and economic programs that would deliver benefits only to a 
small sector of society would have to be rejected. ..." 

It was additionally held that water projects provide short- 
term employment while the need in urban areas is long-term 
works such as urban renewal and mass transit projects. 

Recreation as a benefit of water resource development does 
not apply to urban poor. Reservoirs are generally in nonurban 
areas and no transportation system exists to link the two. The 
suggestion was made ". . . that recreation benefits be disallowed 
for reservoirs outside metropolitan areas unless and until the 
recreation needs of metropolitan areas first have been amelio- 
rated. At the very least, recreation benefits for otherwise 
inaccessible reservoirs should be allowed only if the project 
- includes provision for public transportation linking the projects to 
one or more significant population centers. ..." 
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. .We find the Council's discussion of the social effects 
of water projects totally inadequate. The section on income dis- 
tribution does not deal broadly enough with the manner in which 
federally financed water projects misallocated wealth. . . . 

"The effect of spending money in one area or spending in 
another is not dealt with correctly. The problem of social 
priorities, which we mentioned earlier should be evaluated in far 
more depth. " 



Indian Rights 

Social priorities were also a concern of those advocating 
Indian rights. Mitchell J. Fowler, a Navajo Indian and social 
economist, emphasized the need for Indian participation in the 
formulation of the Principles and Standards. "... I commend 
you for departing from the previous assessment of federal water 
projects of the past and creating the various 'accounts' of consid- 
eration, 'social factors' being one. However, you are well aware 
of the fact that Indian people and tribes have had no considerable 
input into your evaluation ..." 
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"This input should be developed in the form of possibly an 
Indian preference statement among the principles and standards 
for water and related resource development. Its approval should 
be made by recognized national Indian organizations such as 
National Indian Youth Council and National Congress of American 
Indians. Of course, if your Council refuses to take the appropri- 
ate action necessary to insure protection of our resources, then 
we will be forced to seek an injunction or declaratory judgment in 
the district court ..." 



A spokesman for the Native American Rights Fund stated the 
same point this way, ". . . the Government has a solemn obliga- 
tion to provide this water for the Indians. It's inherent in the set- 
ting up of Reservations that a promise has not been kept and there 
is apparently, according to the guidelines that the Council has 
promulgated . . . there is no intention to have it kept in the future 
because there is not a single mention of Indians anywhere in those 
guidelines. " 

49 



470-457 0 - 72 -4 



. . while Indians have not been able to get water 
resources projects which would benefit their Reservations, there 
have as we all know been numerous projects built on Indian Reser- 
vations which are designed for the benefit of people off the 
Reservations ..." 
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". . . But Indian preference should not be left to tacit inter- 
pretation. It should be specifically spelled out in the Principles, 
Standards, and Procedures which this group adopts. ..." 

The importance of restoring the social well-being account 
was emphasized. In the area of income redistribution, a sugges- 
tion was made that projects where income would go to low income 
groups should be given preference over those with a return to 
relatively high income groups. Any projects built should benefit 
Indians through increased water, arable land, or money. 



National Coalition of Land Reform 



The Coalition suggested in-depth studies should be made to 
determine the social impact of water projects, and remarked that 
if benefit/cost is to be defined, beneficiaries should be defined 
first. ". . . If they [beneficiaries] are large corporations, large 
conglomerate corporations, who in many cases use agriculture 
and water from agriculture as a tax loss, then a very serious 
reevaluation of the program is needed. 

"Perhaps, the most important question before you is very 
simply the quality, or lack of it, that will remain in rural 
America, and what this Government will do to uphold that quality 
or lack of it. ... " 



Association of American Railroads 



The Association asserted that ". . . navigation projects 
should not only be evaluated from an economic standpoint, but they 
should be evaluated to determine if they would provide a transpor- 
tation service which is required from the public viewpoint, and not 
merely from that of waterway carriers and shippers who seek 
improved facilities to enhance their profits. " 
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"The railroads find serious deficiencies in the proposed 
Standards regarding the measurement concepts and procedures for 
evaluating navigation project effects under the national economic 
development objective. The principal deficiency is that little or 
no attempt has been made to evaluate the benefits for this objec- 
tive from the comprehensive public viewpoint. From such a view- 
point, for example, the national economic development benefits 
due to the increased output of the nation's goods and services 
should be the increased value 'to the nation' rather than 'to the 
users. ' As has been shown in Section 4 of this statement, the net 
benefits of a project from the comprehensive public viewpoint may 
be only a fraction of the primary direct benefits to users. " 
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The Association stated that, "The principal deficiency of the 
procedures in the proposed Standards for evaluating navigation 
project effects is that they omit consideration of the effect of navi- 
gation projects on any group other than the Waterway 
shippers. ..." 

"Unless the Council intends to completely abandon the com- 
prehensive public viewpoint in water resources planning and 
evaluation, we urge the Council to include in the national economic 
development account, the direct benefits of navigation projects to 
waterway carriers due to increased income and likewise, include 
as an adverse effect the loss of income by transportation modes 
from which traffic is diverted. ..." 
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"It is important for the Council to establish procedures for 
the direct measurement of benefits due to improvements in national 
economic efficiency for at least those water resource uses (hydro- 
electric power and commercial navigation) where there are alter- 
natives in the private sector and where water resource develop- 
ment decisions should be based primarily on a comparison of the 
relative efficiency (resource costs) of alternatives. ..." 

»•< o. 
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The Association urged "The adoption of adequate waterway 
user charges would shift the cost of navigation projects from the 
general taxpayers to waterway carriers and shippers as direct 
beneficiaries of such projects for private gain. Since much of the 
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pressure for federally-financed navigation projects is generated 
by special interest groups who benefit from federally provided 
facilities, an adequate user charge would reduce pressures for 

a« C t°h n .T. C P ro ? ects - «•*“•*> user charges would also discour- 
age the overdesign and early replacement of waterway projects 

would encourage transportation by the most efficient mode in basic 
economic terms, and would be consistent with and encourage 
sound national transportation objectives. " g 
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4. GENERAL RESPONSES 

The responses which contained one or more points mentioned 
in the "Hot Line, " Oklahoma Blue Cards, Texas letter, and Great 
Lakes form letter included comments from organizations such as 
Chambers of Commerce, Soil and Water Conservation Districts, 
Arkansas River Basin Interstate Committee, various Port 
Authorities, Water Resources Congress, Wabash Valley Associa- 
tion, Water Conservancy Districts, Texas Water Conservation 
Association, Red River Valley Association, Oil Transport 
Company, Inc. , and from many individuals. 

In addition to stressing points listed in the above documents, 
50 people indicated that Congress should make all decisions 
regarding the authorization of water resources projects. Organi- 
zations such as the Tulsa Port of Catoosa and The Delta Council in 
Stoneville, Mississippi, stated that the Office of Management and 
Budget should not dictate to Congress and changes in the 
Principles and Standards appear specifically designed to circum- 
vent the intent of Congress. The issue was alternately put that 
authority for establishing standards for discount rates should be 
vested solely in the Congress and not a bureau that has no compre- 
hension of what the will of the people might be. 

Comments regarding agency coordination between local, 
State, regional, and Federal entities raised the point that State 
and local agencies would be faced with significant problems arising 
from the incompatibility of State and local criteria with the new 
Federal criteria. Another area of conflict was related to objec- 
tives. It was stated that social well-being should be a basic objec- 
tive and that State and local planning must contain a regional 
perspective. Groups commenting were the Indiana Association of 
Soil and Water Conservation Districts, the Randolph County Drain- 
age Board (Indiana), and the Idaho Water Resources Board. 

Generally speaking, those who emphasized one or more "Hot 
Line" points did not address matters other than those listed in the 
"Hot Line" and the others. 

Many environmentally oriented organizations, such as The 
Izaak Walton League of America, National Audubon Society, 
Environmental Defense Fund, National Wildlife Federation, Sierra 
Club, Trout Unlimited, Friends of the Earth, Environmental 
Action, Citizens Committee on Natural Resources, National Parks 
and Conservation Association, Natural Resources Defense Council, 
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Wilderness Society, Wildlife Management Institute, and many 
individuals, expressed one or more points contained in the 
"Citizens Alert. 11 In addition to the eight points listed in "Citizens 
Alert, " other issues were raised. For example, recycling of 
water was mentioned in 1, 127 comments. The Arizona Wildlife 
Federation, National Parks and Conservation Association, Con- 
servation Council of Virginia, Massachusetts Audubon Society, 

Open Lands Project, as well as a large number of individuals, 
indicated an interest in recycling water. They argued it would be 
a more efficient use of water and would help avoid the need for so 
many environmentally destructive development projects. 

Recycling water would prevent pollution of water otherwise of 
acceptable quality and would have an additional benefit of recycling 
nutrients through assimilation by natural plant communities or 
agricultural crops. 

In addition to recycling water, some of the above groups or 
individuals suggested an alternative to structural flood control is 
flood plain zoning, that is, keep flood plains clear of buildings, 
dumps, and other construction. They reasoned that flood plains 
could then function properly by absorbing seasonal highwaters, 
recharging underground water supplies, assimilating nutrients, 
and maintaining important biological diversities and habitat. 
Additional comments, including those from the Arkansas Depart- 
ment of Planning, and the League of Women Voters, Connecticut 
River Basin, dwelt on the need for alternatives, but did not make 
specific recommendations. 

Organizations such as the Illinois National Survey and the 
Nebraska Game and Parks Commission and some individuals 
stated that a single agency should not be responsible for both plan- 
ning and construction of a project. They indicated that national 
priorities and sound planning would be better served by a separa- 
tion of these activities. 

Comments, mostly from individuals, questioned the projec- 
tions mentioned in the Principles and Standards. They feld the 
demographic (population) projections contained in the Standards 
assume a larger population growth in the United States than will 
probably occur, and much larger than we can safely allow to occur 
if we want to save this part of the world. The authorization of 
projects with such projections means that many will be superfluous 
and therefore wasteful and destructive. 
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Several points were raised by a cross-section of the 
respondents. For instance, it was generally agreed that the 
Principles and Standards were difficult to read and understand. 
Length, technical language, and vagueness were cited as the major 
obstacles. It was suggested that the Water Resources Council 
employ professional editors to translate the document into English. 

Questions arose regarding which projects, programs, and 
activities would be subject to provisions of the Principles and 
Standards. Of the 76 who responded, several requested that 
specific projects or programs be either included or eliminated 
from consideration in the final Principles and Standards. The 
Water Resources Commission of the Michigan Soil and Water 
Conservation District urged that the Standards be amended to 
exclude all projects like those carried out with PL-566 assistance. 
Others indicated that wildlife refuges and wild and scenic rivers 
should be excluded from the Principles and Standards. 

The Amador County Water Agency of Jackson, California, 
and the Lake County Flood Control and W ater Conservation 
District of California stated that applying a discount rate to water 
projects and programs was discriminatory because many other 
Federally funded programs were not so covered. 

The American Society of Civil Engineers and others 
suggested that the Principles and Standards coverage should be 
extended to other agencies and/or programs and projects. Among 
those to whom the coverage should extend were the Environmental 
Protection Agency, Atomic Energy Commission, and Department 
of Health, Education, and Welfare. 

A total of 52 comments requested that the Principles and 
Standards be more specific in their treatment of benefits. Dis- 
cussion centered on impact of benefits, national economic develop- 
ment, flood control, distribution of income and its effect on social 
well-being, navigation and/or transportation and measurement of 
value to users of outdoor recreation. Among some of those com- 
menting were the Citizen's Environmental Coalition, Upper 
Mississippi River Conservation Committee, Metropolitan Sanitary 
District of Greater Chicago, Environmental Defense Fund, and the 
Port of New Orleans., A discussion of the issues is analyzed in 
Section II. 

Apparently to encourage and facilitate the public response to 
the proposed Principles and Standards, various organizations 
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! distributed communications which highlighted, from their point of 

view, the salient issues contained in the document and the organi- 
zations’ opposition or support thereof. A copy of the "Citizens 
Alert, ” published January 18i 1972, the "Hot Line, " March 1972, 
the Oklahoma Blue Cards (so called because each of the 581 blue 
postcards had an Oklahoma address), the Texas letter, and the 
Great Lakes form letter follow. 
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CITIZENS ALERT 



YOU HAVE A UNIQUE OPPORTUNITY TO PREVENT UNNECESSARY DAM BUILDING, CANAL DIGGING AND 
CHANNELIZATION IN THE YEARS TO COME AND TO PROMOTE THE ESTABLISHMENT OF PARKS AND THE 
PRESERVATION OF WILD AND SCENIC RIVERS AND VALUABLE WILDLIFE HABITAT. 

The Water Resources Council (WRC) has just published proposed new Standards governing the water development 
projects of the Corps of Engineers, the Bureau of Reclamation, the Soil Conservation Service, and the Tennessee 
Valley Authority. The Standards will determine which projects can go forward and which cannot in the years to come. 

The public has been invited to comment on the proposed Standards. Developers and construction interests which 
support agencies like the Corps will be trying to force the WRC to rewrite sections of the Standards which they 
don’t like. Concerned citizens have until March 31, 1972, to express their views. Your letter is crucial in making the 
public’s voice heard. 

Your letter should stress 'che following points: 

1) that you want the “discount rate" set at a realistic level of 10%, the "opportunity cost of capital." 
A high discount rate will make economic evaluations more realistic and will eliminate many destructive 
water projects which are economically unsound. 

2) that you want the new Standards with a high discount rate to apply to all uncompleted water 
resource projects no matter when they were authorized in the past. 

3) that you want priority given to preserving environmental quality. Mention particular rivers and 
streams of concern to you and ask that they be protected. 

4) that you want the regional development account dropped because it will lead to more environ- 
mentally destructive projects. 

5) that you as a citizen want to have a voice in planning water projects in your area. 

6) that you want loca« beneficiaries of water resource projects to pay a far greater share of the costs 
of these water projects. 

7) that you want public hearings on the proposed Standards held around the country so that people 
can express their views. As of now, hearings have only been scheduled for Washington, D.C. 

8) that you want your comments to be made part of the official record on the proposed Standards. 

Add any other concerns you wish the WRC to consider in drafting the final version of the Standards. Tax deductible 
groups can voice their opinions because the Standards are an administrative not a legislative action. 



REMEMBER, AMERICA WILL HAVE TO LIVE WITH THESE NEW STANDARDS FDR A LONG TIME TO COME. 

For further explanations see other side. For more information or additional copies of this bulletin, contact the organi- 
zations listed below. The Standards were published in the Federal Register on December 21, 1971. Copies may be 
obtained by writing the WRC at the above address. 



Address your letter to: 



Director 

Water Resources Council 
2120 L Street, N.W. 
Washington, D.C, 20037 



Citizens Committee on Natural Resources 

Environmental Action 

Environmental Defense Fund 

Friends of the Earth 

Izaak Walton League of America 

National Parks and Conservation Association 

National Audubon Society 



National Wildlife Federation 

Natural Resources Defense Council 

Sierra Club 

Trout Unlimited 

Wilderness Society 

Wildlife Management Institute 
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EXPLANATIONS 

DISCOUNT RATE. Big destructive dams, canals, and channelization projects are difficult to justify under a high dis- 
count rate because the supposed benefits these projects produce occur many years in the future whereas the costs 
are borne in the early years of construction. The value of future benefits is “discounted” since $1 in benefits several 
years from now is worth less than $1 today. This is because $1 invested today in banks or in other investment oppor- 
tunities would be worth more than $1 next year and considerably more 50 years from now. When set at a proper level, 
the discount rate can insure that the taxpayer gets as much out of federal projects as he would if the money had 
been left in the private sector to be invested as people saw fit. Leading economists point out that since federal 
projects take money out of the private sector where investments earn between 8% and 12%, the government should 
only take the taxpayer dollars to build dams and channelize streams if it can get as good a return on these projects. 
In the past, projects have been subsidized by the use of a very low discount rate. By supporting the economically 
sound discount rate of 10% which is the present opportunity cost of capital, conservationists can insure that pork 
barrel projects are kept at a minimum. 

OBSOLETE PROJECTS. In the past many projects were authorized, but not built, at discount rates as low as 2%%. 
Congress can fund these projects for construction if it chooses despite the low discount rates under which the 
projects were authorized. The new Standards would only apply to projects submitted to Congress after the President 
officially approves the Standards. There is a possibility that already authorized projects on which no construction 
has started within 5 years may be reviewed under the new Standards. However, we must ask for more than this. We 
must urge that all projects not yet constructed be made to comply with the new Standards or be abandoned. 

PRIORITY TO ENVIRONMENTAL QUALITY. According to the Standards, the overall purpose of water resource plan- 
ning is to reflect society’s preferences for achieving three objectives: national economic development, quality of the 
environment, and regional development. Citizens should let the WRC know that quality of the environment is essential 
for the well-being of everybody and that this objective should be given priority. Tell the WRC what would and what 
would not improve the quality of the environment in your area. Mention specific rivers and streams you want pre- 
served. Ask that protection be given to wetlands, estuaries, fish and wildlife values, and to scenic areas. Tell the 
WRC what you see to be desirable and undesirable patterns of growth and development in your area. Indicate your 
insistance that the agencies which have planned environmentally destructive projects in the past not continue to 
do so under the new Standards. 

REGIONAL DEVELOPMENT. The regional development account should be dropped from the Standards. This account 
contains serious economic flaws and affords agencies their best chance to foster more ecologically harmful projects. 
Leading economists are concerned about the regional development account because a serious neglect of the real 
costs to the nation of these water projects is likely to occur. When the Federal Government invests money in any 
region of the country, that region is going to benefit economically. However, while investing in one area, the Federal 
Government is foregoing opportunities to benefit other areas of the country. Efforts to help one area of the country 
can even seriously hurt other areas. Fc example, irrigation projects in the West have displaced many farmers else- 
where in the country. Agencies like the Corps and the Bureau of Reclamation which plan water resource projects 
do not have the knowledge to be able to compare the benefits of a dam in one area with all the other ways that this 
money might be spent such as on education, pollution control, etc. Yet to use a regional development account wisely 
this is exactly what these agencies would have to know. The Standards carefully point out that the regional devel- 
opment account is to include not only increasing the region's income but also enhancing the quality of the environ- 
ment in the region. However, the environment of a region will likely take a back seat when the regional development 
account is being used. 

PUBLIC PARTICIPATION. The Standards scarcely mention the public's role in planning water resource projects. 
Unless the public can make a substantial input into the planning process, special interests can exercise undue 
influence on agencies like the Corps, Provision must therefore be made for real citizen input during the early stages 
of project planning. If you can find out before plans are finalized that a cascading trout stream is to be destroyed 
by a proposed dam, then you have a better chance to do something about it. Ask that environmental groups on the 
local and on the national level be given a greater opportunity to take part in the planning process. Ask that agencies 
be required to solicit public opinion before planning reaches advanced stages. 

GREATER COST SHARING. Most environmentally destructive water projects permit the major costs to be financed 
solely by the Federal Government, with local people paying only the costs of certain items like land acquisition. 
Canals and waterways built with taxpayer dollars are used free of charge by barge companies, and the costs of most 
federal irrigation projects are never expected to be fully repaid. We must ask that beneficiaries be required to pay 
for a significantly greater share of project costs than they have in the past. Don’t be misled by the argument that 
these projects are for poor people. The fact is that these water projects disproportionately benefit the well-to-do. 

January 18, 1972 
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WATER 

RESOURCES 

CONGRESS 




Uniting 

WATER RESOURCES ASSOCIATED ( NATIONAL RIVERS and HARBORS CONGRESS 

( Formerly Mississippi Valley Association! 

E. Michael Cassady 
Executive Vice President 



BEWARE THE ID2S OP MARCH 



The "Ides of March* were fatal to Julius Ceasar, one man, in the 
year 44 B.C . Two thousand years later, the approximate "Ides of 
March 11 19 72, could see the welfare of the American people suffer 
a cripling and destructive blow. Unsold thousands could be added 
to the welfare roles and so burden the National and state govern- 
ment^ fiscal capabilities that they would collapse. 

Thw Water Resources Council has scheduled a series of hearings on 
and about the coining "Ides of March", 1972, dealing with "Principles 
and Standards for Planning Water and Related Land Resources n . 

These "Principles and Standards" hearings are to be held in San 
Francisco's Federal Building March 13 and 14; St. Louis, Missouri 
at the St. Louis Engineer’s Club March 15 and 16 and at the National 
Museum of History and Technology in Washington, D. C., March 20 and 
21 . 

The Water Resources Council is encouraging public comments on the 
Proposed "Principles and Standards". We trust that everyone with a 
valid interest in the proposal will offer their comments. We feel 
that every member of Water Resources Congress, because of his mem- 
bership alone, has not only a valid interest but an intense and 
abiding interest that compels him to appear at the hearing closest 
to him and offer his comments. If he cannot appear as a witness 
he should still be interested enough to submit his written comments 
to the Water Resources Council by March 31, 1972, the last day for 
receiving written comments. Additionally, each member is urged to 
write his Senators and Representative setting out his views. And, 
copies of your comments to the President, may, if enough are trans- 
mitted, compel President Nixon and his advisers to satisfactorily 
amend the proposals before they are implemented. 

As the proposed "Principles and Standards" arc now written they 
would sound the death knell to water resources development as we 
know it. However meritorious any project may be that provides its, 
major benefits several years after the completion of its construction, 
however substantial these deferred benefits may be, that project 
will not pass the proposed evaluation procedures and it 3 construction 
will not be permitted. 
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When the proposed "Procedures and Standards" were published in the 
Federal Register they required fifty pages of telephone-book size 
print. It is apparent that the material cannot be reproduced here 
but those who want the complete text may request Part II-Volume 36- 
Number 245 of the Federal Register from the Water Resources Council, 
2120 L Street, N.W., Washington, D.C. 20037. 

The pertinent features of the proposal include the scrapping of the 
four account system earlier adopted by the Water Resources Council 
Task Force. These four accounts are: national development, environ- 
ment enhancement, regional development and social well-being, which 
accounts ware intended to assure the full and systematic evaluation 
of beneficial and adverse effects. The proposal includes only two 
accounts or objectives that will be approved for project evaluation: 

(1) national development, which is the standard national efficiency 
criterian yielding the conventional benefit/cost ratio, and (2) 
environmental enhancement, the effects of, which are difficult to 
predict and virtually impossible to evaluate. In exceptional cases, 
regional development may be designated as an "objective", and thus 
serve as a basis for authorization, but only if advance approval 
is obtained - presumably from the Office of Management and Budget. 

Also included, is the requirement for the use of a 7% discount rate 
in the evaluation procedures. The current discount rate is 5 3/8% 
up fresa 2 5/Cl Uhrca years zgc... this rate Increase does is to 

eliminate from further consideration sixty percent of the authorized 
projects that have been authorized by the Congress and signed into 
law by the President or one of his predecessors but on which — 
construction has not begun. As if this ware not enough, they pro- 
pose that the 7% rate be increased to 10% within a few years. An 
additional requirement of the proposed "Procedures and Standards" 
is the so-called grandfather clause which states all projects on 
which construction is not undertaken within five years of authori- 
zation will bo reevaluated using the new 7% rate. The reanalysis, 
would of course, be made under the terms and philosophy of the 
proposed "Procedures and Standards". Those projects authorized in 
earlier years with the then applicable discount rates would undoubted- 
ly fall into the ranks of undesireable and not needed projects. 

The proposal of the Water Resources Council also calls for unreal- 
istic "Cost-sharing" policy directed to the end that beneficiaries 
bear an equitable share of the cost commensurate with the benefits 
received. This has long been am institutional axiom of the Bureau 
of the Budget, now the Office of Management and Budget. 

The Office of Management: and Budget, after many years of explanations 
and, in fact pleadings, refuses to accept the constitutionally 
stated principle that ours is a sovereign government which is 
commissioned to perform its functions in pursuance of constitution- 
ally delegated powers for the general welfare. Its responsibility 
is to serve the public interest of American citizens and not to sell 
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back to them the output and benefits of their own facilities. The 
blanket demand for reimbursement by so-called identifiable bene- 
ficiaries misconceives the nature of the federal government's func- 
tion and that if we accede to it, we will terminate many of our on- 
going welfare programs in addition to water resource development. 

In the above paragraphs we have pointed out sane of the major 
harmful aspects of the prosposed "Principles and Standards" namely, 
the allowance of only two basic accounts or objectives to be used 
in evaluation procedures; the imposition of the 7% discount rate 
in the evaluation formula; the unreasonable cost-sharing princi- 
ples and the 5-year grandfather clause. 

Again we urge you to protect your area, your region and your country 
by appearing at one of the hearings or submitting in writing your 
feelings and comments to the Mater Resources Council by March 31, 
1972. Also, that you will advise your Members of Congress in 
the House and Senate of your feelings and encourage your neighbors 
and local and state elected officials to join in these petitions. 
Finally, to advise the President of the United States of your 
wishes for a realistic discount rate, the proper use of regional 
benefits in the evaluation process, a cost-sharing formula that 
is consistent with local and state capabilities and the complete 
removal of the 5-year grandfather clause from the proposed standards. 
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FACT SHEET 



The backlog of public works projects authorized but not yet funded 
as of January 1, 1972 is 616. With a 7% discount rate, 50% of 
these projects would be killed. With a 10% discount rate, 75% of 
these projects would not be approved for construction. The dollar 
value of these projects is $11.9 billion. Under the 5-year "Grand- 
father" requirement for construction, more than $8 billion worth of 
construction starts would be lost. 

A conservative ratio of one man year of work, either director in 
related service industry, for each $10,000 of contract price has 
been established. Accordingly if the discount rate is increased 
to 7%, 1,200,000 employees would be kept from the labor force for 
each of the next 10 to 15 years (Basis cf one plus billion dollars 
appropriated in recent years for water resources projects) . Quoted 
following is an excerpt from the "Principles and Standards " pro- 
posed by the Water Resources Council: 

2. Federal and federally assisted pro- 
oram$ and projects. These standards 
apply to the planning and evaluation of 
the effects of the following water and 
land programs, projects, and activities 
carried out directly by the Federal Gov- 
ernment cuiu l>> outtti vi’ oilier al u uk> 
with Federal financial or technical 
assistance: 

(a) Corps of Engineers civil, func- 
tions; 

(b) Bureau of Reclamation projects; 

(c) Federally constructed watershed 
and water and land programs; 

(d) National parks and recreation 
areas; 

(e) Wild, scenic, and recreational 
rivers; 

(f ) Wetland and estuary projects and 
coastal zones; 

(g) Federal waterfowl refuges; 

If you have an interest in any project within the purview of the 
above agencies and do nothing to protect your interests, truly the 
"Ides of March" could be disastrous for you. 

Address your comments before March 31, 1972, to: 

Director 

Water Resources Council 
2120 L Street, N.W. 

Washington, D. C. 20037 



(h) Tennessee Valley Authority; 

(l) Federal assistance to State and 
local government sponsored watershed 
and water and land resource programs 
(Watershed Protection and Flood Pre- 
vention ' Frojects'-uxiu ^ Resouro6*\©gtoSci‘-" 
vhlion and Developm^it ProJ^cU), ‘ 
The Water Resources Council will, as 
appropriate, with the concurrence of the 
OlHce of Management and Budget, 
amend these standards to add to or 
delete from the list of programs to be 
covered. 



AND DON'T FORGET TO WRITE YOUR CONGRESSMAN! 



/» O 

tyf-> 



55 



jfr 

&sr 

<wY 




Mr. W. Don Maughan 
Director, Water Resources Council 
2120 “L” Street, N. W. 
Washington, D. C. 20037 




fl 



Dear Mr. Maughan : 

I am very much opposed to the proposal ihat the discount rate for water 
resource development be increased.' Under no circumstances should it be 
increased ... but to the contrary there is substantial evidence that it should 
be reduced or eliminated. 



SIGNATURE 



ADDRESS 



P.S. I am a registered voter and I respectfully request that you make this 
communique a part of the official records of your department. Thank 
you. 
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Sample of 
Texas Letter 



Director 

Water Resources Council 
2120 L. Street, N. W. 

Washington, D. C. 20037 

Dear Sir: 

I do not pretend to know the finer points of your "opportunity cost" 
principle or the 7 percent discount theory as you would apply it in 
your evaluation of water development projects, but I want to go on 
record as being opposed to any proposals that would slow down, 
restrict, cripple or stop the development of water resources. 

The discount rate you propose, I am told, will make it extremely 
difficult, or impossible, for many of these projects to quality for 
federal funding. In the light of our impending water crisis, any 
criteria for evaluating these projects should be more liberal, not 
restrictive, in establishing a favorable benefit-cost ratio. 

Also, I am unalterably opposed to your "grandfather" proposal 
which would force into a re-study all water projects on which 
construction has not started within five years after authorization. 
The simple truth is that few, if any, manor projects can be 
started that soon. 

The whole nation needs water development, and we implore you 
not to enact any rules that would further delay the worthy projects 
in various stages of planning or construction. 



Since rely yours , 



Sample of 

Great Lakes Form Letter 



Director 

Water Resources Council 
2120 "L" Street, N. W. 

Washington, D. C. 20037 

Re: "Principles and Standards for Planning 
Water and Related Land Resources" 



Dear Sir: 

I oppose the "Opportunity Cost" principle as the basis for 
determining the interest/discount rate because present guidelines 
pose a formidable gauntlet of governmental scrutiny which only 
the healthiest of projects can survive. 

The "Regional Development" as a project objective should 
be included without any requirement for advance approval. 

I advocate cost-sharing formulas in line with established 
procedures and consistent with local and state capabilities. Ours 
is a sovereign government which is commissioned to perform its 
functions in pursuance of constitutionally delegated powers for the 
general welfare. Its responsibility is to serve the public interest 
of American citizens, and not to sell back to them the output and 
benefits of their own facilities. 

I oppose the standards specifying that all projects, if not 
started within five years after authorization, must be reviewed. 
The advanced planning can in some instances require more time 
than five years. 

I question the wisdom of retarding water resource develop- 
ment at a time when our rapidly increasing population is placing 
heavy demands on the nation's limited water supplies. 

Very truly yours. 




Director W. Don Maughan, 
Hearing, March 20, 1972, 



Chairing Washington D.C. 



Public 
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II. ANALYSIS OF PUBLIC COMMENT ON ISSUES 
IDENTIFIED IN THE PUBLIC RECORD 

The Inter -Departmental Work Group identified 23 issues in 
the public response to the proposed Principles and Standards for 
water and related land resources planning. On the issues identi- 
fied collectively, 11, 832 comments were made by 4,782 people or 
organizations. Views and/or comments were received from all 
States except one. The highest frequency of comments from any 
one State was 2, 007. The issues were generally in the following 
major areas: (1) Implementation of the Principles and Standards, 
(2) Objectives, (3) Criteria for plan formulation and evaluation, 

(4) Program coverage, (5) Output and beneficiaries, (6) Cost 
sharing and allocation, and (7) Environmental Statement. 

The treatment of each issue consists of a (1) statement of 
the issue as proposed in the Principles and Standards, (2) the 
frequency distribution of the views and comments on various sides 
of an issue, and (3) a summary of the comments on one or both 
sides. 

1. ISSUES RELATED TO IMPLEMENTATION OF THE PROPOSED 
PRINCIPLES AND STANDARDS 

Opposition to the Principles and Standards 

Only 15 of the 4, 782 responses expressed absolute, flat 
opposition to the Principles and Standards. They made no alter- 
native recommendations to the Principles and Standards. Some 
gave no explanation for their opinion, while others stated that 
they would oppose anything which in any way impeded development 
of water resources. 

Seventeen suggested a return to the Task Force proposal 
rather than adoption of the proposal as presented in the Federal 
Register. 

A few more (6) suggested that existing legislation was quite 
sufficient and that Senate Document 97 should continue as the basis 
for evaluating all water projects. 
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Implementation of Principles and Standards Should be Deferred 

The Principles and Standards on page 24144 state: 

"The purpose of this public review and hearing is to 
obtain, prior to formal Council recommendation for 
Presidential approval, the views of the interested 
public . . . " 

Some of those commenting (20) recommended that the pro- 
posed Principles and Standards not be transmitted for approval 
until detailed procedures have been formulated and applied to 
projects now in the planning stage. 

The Principles and Standards are largely only conceptual. 

It is difficult to imagine how they could be intelligently, equitably, 
and uniformly implemented until specific procedures are avail- 
able. Specific procedures are of primary importance, and it is 
strongly urged that the Congress and the public be given the oppor- 
tunity to investigate the effects and to understand more fully the 
full impact of the proposed Principles and Standards prior to 
Presidential approval. 

In addition. Congress and the Administration should address 
themselves to the problems of funding, repayment, and cost sharing, 
particularly in connection with the identification of nonreimbursable 
costs. 

2. ISSUES RELATED TO PRINCIPLES AND STANDARDS 
OBJECTIVES 

Environmental Quality Objective- -Make Top Priority 
According to the Principles, 

"The overall purpose of water and land resource plan- 
ning is to reflect society's preferences for attainment 
of the objectives . . . national economic development 
. . . quality of the environment . . . regional 
development . . „ " 
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The objective of environmental quality is as follows 
(p. 24145 R): 

"To enhance the quality of the environment by the 
management, conservation, preservation, creation, 
restoration, or improvement of the quality of cer- 
tain natural and cultural resources and ecological 
systems. " 

The importance of environmental quality was the third most 
frequently mentioned issue. A total of 1,541 respondents stated that 
not only is environmental quality essential for the well-being of 
everyone but it should be given top priority over the other accounts. 
However, the Principles and Standards do not state that any objec- 
tive has priority over another objective. 

Generally, the testimony falls into five broad areas: over- 
all environmental concern, insure demands do not exceed resource 
capabilities, relationship to economic factors, development versus 
preservation, and need for better environmental studies . 

Overall environmental concern . - -The proposed Standards do 
not go far enough in the preservation of the environmental quality. 
Environmental quality deserves the highest of priorities for there 
is but one life to live on earth and one earth to live it on. 

Blind progress can no longer be tolerated. The long-range 
effects upon wildlife, natural benefits in beauty and recreation, 
historic values and other aesthetic and intangible benefits must 
weigh heavily when balanced against the proposed benefits. Had 
there been strong enforceable guidelines before a dam was started, 
the legal action that now exists might have been avoided. 

For the Federal Government to assign no priority to environ- 
mental quality over the monocular development ambitions of narrow 
regional interests is an abdication of responsibility. The Federal 
intent in the final adoption of new planning standards should address 
itself to what might be called autonomy of the physical world. Man 
cannot exempt himself with impunity from physical and biological 
laws. The repeated violation of them will surely prove to have 
consequences far out of proportion to what too many consider the 
minor price for such offenses. 
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Public opinion polls indicate public anxiety and anger regard- 
ing the deterioration of our environment and the accelerating dis- 
appearance of natural beauty in their surroundings. The environ- 
ment will suffer further depredations and degradations unless it is 
made definitely and unmistakably the prime consideration in water 
resource planning. 

Society is rapidly reaching a point where it can ill-afford to 
impose manmade structures on our few remaining free-running 
streams. It cannot afford to continue to channelize streams under 
the guise of flood control when, in so doing, the potential flood 
waters simply move downstream to a different area while at the 
same time violating all of the principles of sound fish and wild- 
life management and destroying vital conservation values. Bird 
populations are indeed indicators of our environmental quality, 
and their present warning of deterioration is clear. 

Insure demands to not exceed resource capabilities . - -The 
prime concern is to insure that human demands fit and do not 
exceed resource capabilities for accommodating people's activities 
and wastes. Properly executed plans and subsequent development 
can benefit the resource base and insure its continued functioning 
for present and future generations. 

Top priority in planning, construction, and maintenance 
should be given to the functioning ecosystems of the resource base 
which constitute the life support systems of all living matter, 
including man. Conditions are rapidly changing as the human 
population increases. Concentrations in certain localities often 
damage resources and cause vital ecosystems to malfunction. 
Functional ecosystems, such as streams, rivers, wilderness, 
grasslands, forests, wetlands, and estuaries, are being damaged 
through physical developments justified as flood control and navi- 
gation "improvements. " These ecological systems support a wide 
variety of plants and animals, produce useful products, and recycle 
biodegradable wastes on a continuing basis without appreciable 
economic cost to man. Therefore, more ecologically sensitive 
evaluations and greater authority and use of non structural alter- 
natives are needed to benefit functional ecosystems and avoid 
conflicts and debates over proposed developments. 

Planned water and land development must be consistent with 
ecosystem functioning, not inconsistent or in conflict with it. For 
example, each river and stream must be recognized as a dynamic 
ecosystem consisting of its channel and associated flood plain from 
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its headwaters to the ocean. Human activities consistent with 
maintenance and enhancement of the hydrological-ecological system 
should be permitted. Sustained functioning of ecosystems prevent 
resource degradation and destruction, enhance multiple public bene- 
fits from the resource base on a continuing basis, and minimize 
costly restoration expenditures. 

The Water Resources Council should give serious consider- 
ation to incorporating the concept of life-cycle planning in the 
planning process. Life- cycle planning would require that any pro- 
posed water resource plan specifically state and evaluate in quanti- 
tative terms the environmental impact of the proposed project during 
the exploration, planning, construction, operation, and, if appro- 
priate, the restoration stages. Recognizing that future generations 
may, and probably will, attach increasing values to the dwindling 
stock of natural environmental systems over artificially improved 
water systems, a likely cost of the current human alteration of 
water and land ecosystems is the cost of eventually restoring these 
systems to their natural state. 

The basic thrust of the Principles and Standards must be 
changed from economic development to environmental quality so 
that emphasis will be placed upon those restorative measures which 
will repair environmental damages and plan any new developments 
within the natural resource carrying capacity without damage. 

It is significant that there is a sizable body of opinion among 
environmental scientists warning us that we cannot continue to man- 
handle nature in the same old ways without engendering dire results. 
At the very least, any judicious person must conclude, we should 
start being exceedingly cautious immediately! Assigning environ- 
mental quality priority status would make it more difficult for 
environment- damaging projects to be recommended and funded. A 
project should not be authorized unless it is consistent, in all 
respects, with sound environmental principles. It is only reason- 
able in the future that this concern for the environment should have 
top priority until such time nature is better understood and some 
progress toward that National Environmental Policy Act goal of 
living in harmony with nature is made. 

Since widespread awareness of ecological integrity and inter- 
dependence in natural resources systems is of recent understanding, 
the approaches to enhancing, preserving, and managing environ- 
mental quality are in their infancy. In that respect, the Principles 
and Standards have a relatively narrow perspective of environmental 
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conservation. The fundamental dependence of all life forms on 
productive ecosystems is not truly integrated into the conceptual 
statement of the Environmental Quality Objective. Perhaps the 
phrase is deceiving, since it is not merely Environmental Quality 
that we seek; the Objective must be to preserve not only for enjoy- 
ment, but for survival itself. 

The object of achieving Environmental Quality should be given 
priority among the objectives. Any plan or project which would or 
might inflict significant environmental damage as judged by compe- 
tent authorities should be rejected in the planning process. 

Examples of damage which should cause abandonment of a 
plan or project are: 

1. An irreversible effect on any significant natural value 

for the sake of a short-term gain. 

2. The destruction of any habitat or micro-habitat which is 

of relative importance within its biotic community or 
the biome of which it is a part. The importance of such 
habitat should be judged on the following three points: the 
basis of its individual species makeup; its general fre- 
quency of occurrence in nature; its frequency of occur- 
rence (natural and residual) and location within the 
biome or the biotic community (i. e. , whether it is 
typical or peripheral), together with combinations of 
these factors. 

3. Any action which would cause a material reduction in the 

numbers of any faunal species within the United States. 

4. Any action materially reducing the resilience of an 

ecosystem. 

5. Any action materially reducing species diversity within 

an ecosystem. 

6. Any action proposed in which the environmental impact 

is substantially unknown. In such case, the burden of 
proof should be upon the planner and the decisionmaker 
to demonstrate that the contemplated action would cause 
no significant environmental damage if implemented. 
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Biological resources and ecosystems are vital to the survival 
of mankind. They are also the elements of the environment most 
often affected adversely by water resource projects. Other environ- 
mental elements often adversely affected by water project develop- 
ment are the aesthetic and scenic aspects, archeological, historical, 
geological, and other natural resources, as well as the quality of 
air, water, and land. 

It was recommended that subsection II-B, page 24145, of the 
Principles and Standards be amended as follows: 

"To strive for environmental quality by the preservation, 
maintenance, or restoration of natural and cultural 
resources and systems; and by rejecting any action 
which might cause significant environmental damage." 

Plans and projects should not rely on benefit/cost ratios 
for their implementation, but on environmental indices. All 
natural and cultural resources and ecological systems should 
be given full consideration. 

Relationship to economic factors . --There is a need first to 
learn about the environmental consequences people can live with, 
and then worry about the economic factors needed to implement 
only those changes that are tolerable. Limits of exploitation of 
natural resources need careful investigation and substantially 
more articulation than they have received in the proposed Princi- 
ples and Standards. In short, there is a need to find out what 
man's activities will do before, not after, he does them. 

Cleaning up the environment and preserving ecological 
stability and our natural resources must be given the highest 
priority. This objective is inextricably related to economic 
stability. 

The Principles and Standards do not state that economic 
development should be compatible with the earth's ecosystem and 
that growth should be guided under compatible restraints. If man 
begins to incorporate respect for ecological systems into govern- 
ment institutions, a stage of equilibrium can be reached and our 
wants can be geared to the earth's limitations. There may be 
some faltering, but the will of the people can insure more stable 
conditions and hope for the well-being of man into the future. 
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The fundamental bias of benefit/ cost analysis, with its empha- 
sis on dollar values and quantified benefits, tends to tip the balance 
of the Principles and Standards in favor of those projects which 
involve construction of projects, granting of contracts, construc- 
tion of physical facilities, and the expenditure of funds. It also 
tends to understate the benefits and advantages of alternative 
management programs which are based upon nonstructural activ- 
ities, upon preservation and conservation of resources, and upon 
preserving options for. the future. 

The greatest need for strengthening the proposed Principles 
and Standards lies in a more complete and comprehensive specifi- 
cation of environmental costs of the development of water and 
related resources. Much greater emphasis should be placed on 
recognition and environmental analysis of water basins and environ- 
mental regions as total systems of interrelated resources. Because 
Environmental Quality is a superior good, characterized by high 
income elasticity of demand, national preferences are shifting 
toward greater emphasis on protection of undisturbed natural 
ecosystems. 

There is growing recognition that some of the achievements 
of economic performance in the Nation have been purchased at an 
unnecessarily high and unacceptable cost in terms of environ- 
mental damage. The public should not be misled into thinking that 
environmental values were taken fully into account by the Water 
Resources Council simply because "economic methods" are included 
in the analysis of proposed projects. 

Development versus preservation . --The application of the 
Principles and Standards as presented will lead to a decline in the 
quality of the environment of this country. The Principles and 
Standards are biased against the preservation of the environmental 
values which many people regard highly. 

The materials presented in the Principles and Standards tend 
to equate development with environmental improvement. In reality, 
development, in the sense of rearranging the environment, may be 
more destructive than its absence. Furthermore, despite a recent 
decision by the Supreme Court in which it interpreted the Federal 
Power Act as requiring consideration of opportunity costs of develop- 
ment, the Principles and Standards make no explicit provision for 
such accounting in the newly revised National Economic Develop- 
ment account. The measurement of benefits that might result if 
a free-flowing river is left in its present state, for example, is 
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not explicitly included in the new Water Resources Council method- 
ology. Since the National Environmental Policy Act has also been 
interpreted to require a consideration of the cost for all alter- 
natives to any proposed Federal action having possible deleterious 
effects on the environment, this omission represents a serious 
shortcoming of the new guidelines. 

The Water Resources Council approach classifies deleterious 
environmental effects into physical units (miles of free-flowing 
river inundated) which are then placed in the adverse Environmental 
Quality account. Any positive environmental effect, on the other 
hand, would be recorded in both physical units (e. g. , acres of lake 
and beach footage caused by damming the river in the Environ- 
mental Quality account) and monetary units (recreational boating, 
fishing, and swimming benefits on the new lake in the National 
Economic Development account), which represent a heavy pro- 
development bias. 

An imbalance exists between development and preservation, 
since only by selecting the latter does society retain both the 
option to develop and the option to preserve the water resources 
for the future. This is vital and must be considered when an 
irreversible decision to change a water resource is made and the 
project developed. By failing to include this, the Principles and 
Standards exhibit additional biases in favor of project development. 
This omits a large cost consideration from the project evaluation. 

A related omission is that in a growing economy those 
resources in fixed supply, which are not producible by man, may be 
expected to appreciate in value over time. On the other hand, goods 
and services for which substitutes exist may have a unit value which 
might be expected to decline over time relative to resources which 
are both unique and fixed in supply. Accordingly, the preserved 
resource (if properly viewed as a nonreproducible gift of nature 
with no close substitutes) may be expected to appreciate over time 
both in an absolute as well as a relative sense when compared with 
project development benefits. 

The development of water resources is one of the most contro- 
versial issues. The complex bio-socio-economic system that pres- 
ently exists in delta regions is very productive in cash crops and 
saw timber as well as fish and wildlife. Will such deltas be as 
productive of as pleasant to live in when stripped of their forests 
and wetlands --when virtually all of their natural watershed system 
is converted into ditches and canals? Federal, State, and local 
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resource agencies seem singularly unable to answer these questions, 
and yet they are still playing poker with our water resources and our 
land. Once the remaining bayous, rivers, and streams are ditched 
or dammed, they cannot simply be bulldozed back into place if 
construction agencies have made the wrong decisions. 

Without some drastic action taken to protect the water 
resources of the Nation as well as to remove pollution, man may 
well wipe himself out. The presumption must be that any manmade 
change in a natural river system is ecologically unsound and unwise 
for the future well-being of man; the burden of proof to the contrary 
should be on the developer. 

The real problem is too many people, living in the wrong 
places, and living in a way which is in too great a disharmony with 
the natural systems which support us. Some disruption of natural 
systems is necessary for man as a species to exist, but there is a 
point at which the demands on our natural resource base are too 
great. When we have to destroy one of the only natural areas near 
the fastest growing metropolitan area in a state to augment low flow 
once every 4 or 5 years, to allow farmers in the flood plain to grow 
more crops, and to create more places for people to motorboat, 
then we have reached the point where we are making more demands 
on the natural resources than are for our own good. 

The Principles and Standards should include a listing of rivers, 
streams, and lakes on which development should be excluded, or at 
least delayed for a decade, so that a proper and adequate study can 
be made to determine which should be accorded scenic river status, 
which should be set aside for educational or scientific purposes, and 
which should be made into national recreation areas. If the Water 
Resources Council cannot at this time compile such a list, then a 
section should be added to the Principles and Standards providing 
for the compilation of the list. 

People are sick of seeing our Nation's most fertile valleys 
obliterated with dams, highways, and shopping centers. If given a 
choice, we may be wise enough to choose to back off and give 
Nature a chance to restore and replenish the earth. Realistic 
standards should be established to protect our heritage. Construc- 
tion interests continue to ravage our land and waters and standards 
are necessary to assure the establishment of parks and the preser- 
vation of rivers and wildlife habitat and to protect the country from 
overdevelopment. 
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Need for better environmental studies . --Environmental 
quality should be given a high priority in the basic objectives. 
Because of the difficulty in placing a monetary value on environ- 
mental factors, these important factors are often overlooked or 
downgraded in the final decisionmaking process. Funds should be 
allocated to develop better methods for quantifying ecological data, 
making it measurable and meaningful to legislators and others 
involved in evaluating these data. Attempts should be made to 
reduce these data to monetary units whenever possible so that it 
can be compared with national economic development, regional 
development, and social objectives. 

To adequately inventory the biota of a proposed water 
resource project, a staff of biological specialists, the assistance 
of many nonprofessional workers, and the funding to meet the 
basic expenses of such essential research are required. How- 
ever, on one proposed project, about $3. 3 million of Federal tax 
money has been spent on planning and land acquisition for a dam, 
while the only biological studies which are known to have been 
made of the valley have been made by independent biologists, 
largely at their own expense. Provision must be made in the 
Principles and Standards to adequately fund the basic expenses 
of a research group of ecological and biological specialists to 
make a biological survey, and to compile carefully annotated and 
documented floral and faunal lists to evaluate the environmental 
impact of such a project. 

The most important move for protecting our resources 
would be regional reconnaissance surveys of the biological and 
physical environments for all of the United States. This would 
produce basic data as to the available resources and those areas 
of the land that should be left undeveloped or developed only after 
very strict reviews of environmental impact statements prepared 
for State and/or Federal environmental commissions. States must 
be encouraged to protect their resources after an inventory of 
these resources has been made and the capabilities of the land 
determined. 

Regional Development Objective- -Drop or Retain 

Regional development is proposed as one of the three objec- 
tives of water and land resource planning. The objective is stated 
on page 24145, section II C, of the proposed Principles as follows: 




77 



70 



"To enhance regional development through increases 
in a region's income; increases in employment; distri- 
bution of population within and among regions; improve- 
ments of the region's economic base and educational, 
cultural, and recreational opportunities; and enhance- 
ment of its environment and other specified components 
of regional development. " 

However, there is a restriction on the Regional Develop- 
ment Objective on page 24147, section V A, as follows: 

"The components of the regional development objectives 
are to be considered explicitly in plan formulation in a 
particular planning activity only with advance approval. " 

Other sections within the Standards also deal with this topic. 
These are section II D 3, page 24152; section III E, page 24162; 
section V B, page 24190; and section VI, page 24173. 

The public comments expressed three major concerns 
related to the Regional Development Objective. There were 977 
comments that the regional objective should be completely dropped 
and 316 that the Regional Development Objective should be restored 
as a full and equal objective with National Economic Development 
Objective and Environmental Quality Objective. Thirty-five respond- 
ents wanted to know who or what agency will direct the use of the 
Regional Development Objective as proposed and what criteria are 
to be used. 

Regional Development Objective should be dropped from the 
Principles and Standards . --There were varied comments recom- 
mending that Regional Development be completely excluded from 
the Principles and Standards as an objective. The thoughts expressed 
are as follows: 

Regional development should not be considered at all in the 
Principles and Standards because it is already a primary objective 
in the Tennessee Valley Authority Economic Development Regions 
and other authorities established by Congress. Also, the inclusion 
of regional development as a nationwide objective is a possible means 
of circumventing legislative authority by water resource developing 
agencies. Since adequate authority for regional development is 
included in ongoing programs, there is no need for additional 
incentives for regional development. 
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The Regional Development Objective should be dropped as a 
planning objective because it will lead to more environmentally 
destructive projects. It contains serious economic flaws and 
seriously neglects the probable real costs of water development 
projects to the Nation. Moreover, agencies which plan water 
resources projects do not have the knowledge to be able to com- 
pare the benefits of a dam in one area with all the other ways that 
this money might be spent, such as education, pollution control, 
etc. 



Inclusion of the Regional Development Objective will result 
in an overstatement of a project’s benefits and an understatement 
of its costs. If properly designed, the National Economic Develop- 
ment account will include all of the benefits and costs shown in the 
Regional Development account. However, the benefits of most water 
projects accrue mainly to the locality or region where the project is 
located, while the costs of a Federal project are spread over the 
whole Nation. Hence, the Regional Development account will almost 
always show a large surplus of benefits over costs, no matter how 
unjustified the project may be. 

There are no well established correlations between water 
resource projects and Regional Development. This casts real 
doubt on the merits of using a Regional Development account. The 
Principles and Standards do point out that the Regional Development 
account is to include not only increasing the region's income but 
also enhancing the quality of the environment in the region. However, 
the same agencies that did the planning under the old Principles and 
Standards will still be doing the planning under the new Principles 
and Standards. Therefore, the environment of a region is not likely 
to be given proper consideration when the Regional Development 
account is being used. 

The Regional Objective should be eliminated as such. The 
Regional account should be explicitly associated with regional sub- 
sidies, for which purposes it serves. The Regional Development 
account is merely subsets of the other national accounts, so when a 
regional account is more positive or negative than a national account, 
it is because other regions carry the remainder of the account. If 
such a subsidy is recognized, then analysis of plans with respect to 
national and regional goals might proceed more clearly. The 
regional account information might serve its purpose more fully 
if it were a regional impact statement in the National Economic 
Development or social accounts, rather than equivalent to the 
other accounts. All values that would aqcrue nationally, such as 
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utilizing the unemployed or underemployed of a region, should be 
included in the National Economic Development account. 

The Regional Development Objective should be eliminated as 
a basic objective and included under the National Economic Objec- 
tive. The four-account system should then show three types of 
beneficial and adverse effects and two levels of incidence . 

The reasons for eliminating the Regional Development 
Objective are: 

a. To prevent benefits from being counted twice (once for 
National Economic Development and once for regional 
income). 

b. To reduce the "porkbarrel" subsidy approach used in the 
past. Such an approach is still possible with the pro- 
posed Principles and Standards, which favor special- 
interest groups that do not have to pay the costs but 
receive project benefits. 

c. To insure that transfers of benefits from one region to 
another will be better identified (for example, an increase 
in crop production in newly irrigated lands of a recla- 
mation project may result in a decline in value of that 
crop in other regions). 

Regional Development should be deleted as a separate- account for 
the evaluation of alternative plans. The expenditure of Federal funds 
in any region of the country for any purpose is likely to have a stimu- 
lating effect upon the economy of that region. If that stimulating 
effect is to receive prominent display as a separate account, it can 
provide meaningful information only if all other alternative schemes 
for injecting Federal funds (water resource or otherwise) into that 
region are studied in equal depth and are displayed with equal 
prominence. Such a task is far beyond the capabilities of present 
planning agencies. Even if the capability were developed by existing 
agencies, the conflict of interest inherent in an agency which is 
involved in both planning and construction could lead to a preference 
for water resource development upon which the continued existence 
of the agency is dependent. Such agencies cannot be reasonably 
expected to evaluate impartially the alternative of any water 
resource development. 
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Benefiting a region that is poor does not necessarily benefit 
the poor in the region. On the contrary, it quite frequently results 
in an unjustified subsidy to a few. A prime example occurred in 
the case of a certain dam project. Refinements in planning subse- 
quent to the authorization resulted in a project in which over 70 
percent of the benefits claimed accrued to the owners of the 
relatively small, well-defined, and essentially undeveloped flood 
plain of the river by way of providing a moderate degree of flood 
control for these lands. There were no cities, towns, or com- 
munities located in the flood plain. There was only one permanent 
place of human abode located in the flood plain, and it was situated 
on a small rise which gave it sufficient protection against all floods 
of record. Principal uses of the flood plains were woodland and 
pasture. No important crops were produced on it. 

The direct beneficiaries of any flood protection to be pro- 
vided in the flood plain are the owners. A total of 72. 2 percent 
of the land was owned by 14 individuals and families and 2 corpor- 
ations, one of which owns 25. 8 percent. The remaining 27. 8 per- 
cent of the land was owned by 60 individuals and families who own 
an average of 84 acres each. Known out-of-state interests own 
39 percent. Where the beneficiaries of the principal purposes of 
the project can be identified with precision, the beneficiaries must 
be required to pay for some portion of what is, in effect, nothing 
more than a Federal subsidy for each of these landowners. 

If the Regional Development Objective is not deleted, at least 
the procedures for displaying it should be amended to require the 
disclosure of relevant information. 

The Regional Development Objective is fraught with the same 
formulation problems as the social well-being objective which 
already has been dropped by the Water Resources Council from the 
Principles and Standards. In the first place, "The Delineation of 
the Region or Regions" is a very difficult task (page 24170 in 
Principles and Standards). States do not necessarily constitute 
viable regions. River basins which have been the planning regions 
for many purposes have far more of an ecological than an economic 
relationship. With the modern technology in communications and 
transportation, the regional concept in an economic sense has very 
limited application. 

The problem is illustrated in a Task Force report field test 
on a project where the impacts on the "project region" (a State), 
the "contiguous region" (two other States), and the national view 
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were tabulated. The conclusion was that any economic gains pro- 
jected for the project region were substantially offset by losses in 
the contiguous regions and national accounts. 

Opposition to the Regional Development Objective should not be 
construed as acting adversely to the economic interests of a State. 
Reclamation associations particularly have urged Federal expansion 
of irrigation in States without regard to any national economic - 
social impacts. Statistics prepared concerning the net migration 
from counties in a certain State, indicated by the 1970 census, 
established that most counties having substantial irrigated farming 
lost population between I960 and 1970. Farm ownerships are 
consolidating and the number of people on the farms is declining. 
Increased irrigation may increase production but it is not much 
help to people. It would appear therefore that the Regional 
Development Objective would permit an alternative approval of an 
otherwise unacceptable project because both beneficial and adverse 
effects are confined too narrowly. 

The Regional Accounting approach is questioned further. For 
example, a decrease in welfare payments is treated as a regional 
adverse effect (E, 1, b, (4), page 24162 in Principles and Standards), 
and wages as a benefit ", . . the net additional payments to the 
unemployed or underemployed resources should be measured as a 
beneficial effect. " There should be more thought given to the 
reallocation of economic resources. Instead of spending money 
on a potentially environmentally destructive water resource project, 
the money should be reallocated by putting people back to work 
reconstituting water courses that are already there. New perspec- 
tives should be applied to water resources; restoration, reconsti- 
tution, and redemption may have more important economic meanings 
for underemployed or unemployed people who live in a region than 
projects that are designed, built, and operated by outsiders who 
sometimes take much of the project money out of the region in which 
the project is built. The regional recycling idea for natural resources 
can be more important than adding to the economic well-being of non- 
local banks and construction companies. Welfare aid through water 
works may be politically appealing, but does little for people or the 
environment. 

The Regional Accounting approach might also be responsible 
for imbalance and misallocation of financial resources. For example, 
if money is to be spent on a levee in a region, this development could 
deprive citizens in some other region of pollution control benefits. 
Explicit accounting should be done for interactions beyond one region. 
Accounting that balances region with region is necessary. 




Additionally, it may be wise to think about equalizing the 
higher benefit/ cost ratio for any water resource project with the 
highest benefit/ cost ratio of any foregone government project. 

For example, if the government foregoes projects to improve urban 
health and welfare that have a benefit/cost ratio of 2/1 in favor of a 
nonurban water resource project, then the minimum benefit/cost 
ratio for that water project should be at least 2/1. It is desirable 
that both nationwide and regional interaction analysis and planning 
take place rather than fragmented agency planning based on the 
' questionable suggestion of isolated regional economic planning. If 
a regional accounting system is to be used, it is imperative that it 
follow natural geographic watershed and water basin boundaries 
rather than political or social boundaries. 

Full restoration of the regional development objective; and if 
not given equal status, then who will give approval for its use and 
under what circumstances . --Some comments received requested 
that the Principles and Standards clearly spell out who will approve 
the use of the Regional Development Objective. They ranged from 
the simple question of who to the flat statement that Congress had 
already given advance approval for its use under Section 209 of the 
Flood Control Act of 1970 (P. L. 91-611). 

Further concern was expressed that the approving entity be 
familiar with a particular region’s problems, having the interest and 
expertise needed to analyze them. The point that the decision should 
not be administrative but Congressional was expressed by most of 
those who wanted the Regional Development Objective fully restored. 

The criteria for approving use of the Regional Development 
Objective was omitted in the proposed Principles and Standards. It 
was speculated that the criteria will be based on some analysis of 
national needs supplied by a region perhaps as identified in the 
OBERS projections. 

It was also stated that this requirement of prior approval 
will be cumbersome, expensive, time consuming, and, at worst, 
completely nonope rational. 

Various respondents pointed out that Regional Development 
was the heart of water development projects. Water resource 
planning in the United States has grown out of attempts to deal 
with local or regional problems, such as flooding, inadequate 
water supplies, high cost of transportation, etc., and should 
continue to do so. The diversity of an area as large as the 
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United States requires that each region be given the individual 
attention by the use of the Regional Development Planning Objec- 
tive. Each region has its own peculiar problems of immobility 
of labor and resources as for example the Appalachian area in 
the East and the Four-Corners area of the West. 

Comparatively speaking, the Regional Development Objec- 
tive fulfills the basic need of the individual to the greatest degree. 

It is the only objective consistent with the growing awareness of 
the need to slow urban migration and stabilize rural areas. 

Another expression indicated that a particular region has 
experienced a 12-percent population decrease in the last 10 years 
and the Regional Development Objective is the principal vehicle of 
hope for the future. 

The Regional Development Objective without equal status was 
considered inconsistent with the whole tone of the proposed Princi- 
ples and Standards, which includes multiobjective planning and 
maximum input from State, local, and private entities and individuals. 
For example, on page 24188, the Principles and Standards state: 

". . . Essential that planning procedures articulate the full range 
of choice available ..." On page 24149, "Regional and river 
basin studies will involve federal, state, and local interest in plan 
formulation and will identify and recommend action plans . . . 
they will be multi -objective in nature. " On page 24193, "The recom- 
mended plan should be formulated so that beneficial and adverse 
effects . . . reflect . . . the priorities and preferences expressed 
by the public at all levels to be affected by the plan. " 

The exclusion of Regional Development as a planning objective 
prior to the plan formulation stage would certainly preclude consider- 
ation of the full range of available choices. 

The value of multi objective planning to the States and regional 
planning groups will be severely limited if regional development is not 
given equal status. In fact, it is 'likely that any State agency would be 
hesitant to participate in a planning effort without a regional or State 
viewpoint because of its responsibilities to the people of the State. 

To participate would place the State planner in something less than 
the position of being a full partner in the planning process. This 
condition would tend to subordinate the State and local interests to 
those of the Federal planner. 
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Ignoring Regional Development, or at least subordinating it, 
would contravene the long-standing expressions of Congress. The 
Flood Control Act of 1970 (Public Law 91-611), Section 209, states 
that "It is the intent of Congress that the objectives of enhancing 
regional economic development, the quality of the total environ- 
ment, including its protection and improvement, the well-being of 
the people . . . , and the national economic development are the 
objectives to be included in federally financed water resources 
projects . . . . " Since this is the intent of Congress, universal 
approval should be given for the use of the Regional Development 
account. It might be interpreted as a mandate to the Water 
Resources Council to restore the Regional Development account to 
full status. 

Other comments recommended a return to the report of the 
Special Task Force, July 1970, which was considered to be in 
harmony with Congressional interest and did include Regional 
Development and social well-being as full objectives. 

It was recognized that if Regional Development was fully- 
included, care would be needed to insure that the benefit accounts 
should be comprehensive and exclusive to prevent double counting 
between the national and regional objectives. Requiring such 
accounting would be valuable since impacts would have to be dis- 
aggregated on geographical lines, thus helping to identify the 
results of project development. 

Another thought pres ented was that the Regional Develop- 
ment Objective should be included fully, but with two stipulations: 
(1) require cost sharing on a variable basis of the project costs 
allocated to the Regional Development Objective, and (2) provide 
adequate assurance, before the start of construction, that the 
appropriate non-Federal public interests will make the necessary 
public expenditures and control land use in such a way that the 
opportunities created by the project for economic growth will have 
a high probability of occurring. 

These suggestions were made with the belief that water 
resource development can revive a sagging economy but that 
often the full'potential is missed because of unwise public and pri- 
vate activities. Also, the requirement for assurances of appro- 
priate change before construction brings the issue into the open. 
Thus, regional needs would be clearly defined before a project is 
constructed. 
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Additional comments were directed to specific components of 
the Regional Development account for establishing beneficial or 
adverse effects. Page 24146 of the Principles and Standards states: 
"The value of increased output of goods and services from a plan to 
the users residing in the region under consideration . . . . 11 Such a 
limitation of benefits only to users of output in the region is too 
restrictive. On page 24146, it states that the loss of assistance 
payments to unemployed or underemployed labor residing in the 
region is considered an adverse regional income effect. This 
might be economically sound but it penalizes a plan which would 
assist in making those unemployed or underemployed resources 
s elf- sufficient. 

Yet another point raised is the appropriateness of including 
population distribution as a component of the Regional Objective. 
This is already a national problem that is yet undefined and must 
be included in the National Economic Development Objective. 

Social Well-Being Restored as a Major Objective 

The Principles and Standards state on page 24145: 

’’The overall purpose of water and land resource planning 
is to reflect society's preference for attainment of the 
objectives to enhance national economic development, to 
enhance quality of the environment and to enhance regional 
development. " 

Further on page 24164 that 

". . . beneficial and adverse effects on social factors will 
be fully reported in the system of accounts for each alter- 
native plan. " 

Section V, Plan Formulation, page 24168, also provides that 

! 

", . . the formulation of plans will be directed to meeting 
current and projected needs and problems as identified by 
the desires of people in such a manner that improved contri- 
butions are made to society's preferences for National 
Economic Development and Environmental Quality, and 
unless approved in advance for Regional Development. " 
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The July 1970 Water Resources Council Task Force Report 
stated that the overall purpose of water and land resources planning 
is to reflect society's preferences for attainment of the objectives 
to enhance National Economic Development, to enhance the Environ- 
ment, to enhance social well-being, and to enhance Regional 
Development. 

The differences between the proposed Principles and Standards 
and the July 1970 Special Task Force report elicited comments. 
Restore social well-being to equal status as a major national planning 
objective was suggested by 151 people or organizations. 

Individuals and organizations cited the following points: 

In developing the revised Principles and Standards, there has 
been considerable backsliding and retrogression from admirable 
effort of the Task Force in 1970, particularly in abandoning the 
social well-being objective and restrictions on the Regional 
Development Objective. 

Consideration should be given to the inclusion of explicit 
social objectives at the same level of importance as the three 
current objectives of water resources planning- -National Economic 
Development, Environment Quality, and Regional Development 
Objectives. 

If all development were viewed only in the light of the National 
Development Objective, very little would be accomplished. Social 
well-being should be a primary concern of government, especially 
government by the people and for the people. 

Elimination of the social well-being account completely 
eliminates the local people from the consideration which is so 
necessary in total planning. 

Dropping the social well-being account and relegating it to an 
accounting procedure is inconsistent with the needs of today and with 
the history of water and related land resource planning legislation 
and guidelines. It also violates an important concept in multi- 
objective planning- -that no one objective has any inherent claim on 
how the water and related land resources of this Nation are to be 
used over any other objective or objectives. 

The Principles and Standards treat social well-being only in 
terms of indicating the effects of projects formulated toward other 
objectives. In this age of unprecedented economic affluence, the 
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elements of life, health, and safety should be given equal status 
with Environmental Quality and Regional Development. The cost 
allocation and repayment provision should reflect adding social 
well-being as a major national objective. 

Environmental Quality and income redistribution to the poor 
and to depressed areas have become more important and national 
growth perhaps less so. Yet, water program planning in terms of 
standards and criteria continue to place principal emphasis on 
national economic growth and to use this objective exclusively in 
the formal benefit /cost analysis. 

It is unreasonable to say that the effects of projects on the 
security of life, health, and safety, on the reduction of pollution 
and on other aspects of the quality of life shall only be noted 
instead of considered in the planning and approval of projects. 
People’s lives and the improvement of them are the sole reason 
for planning water projects of any kind. 

The Principles and Standards state that our government can- 
not plan a project for the purpose of saving human life, nor for 
public health and safety. It cannot even plan a project for which 
the saving of human life is one of several objectives, nor can it 
plan an alternative project in which the saving of human life is an 
objective for the purpose of comparing this alternative to projects 
where this is not an objective. Incidental benefits from saving a life 
can be displayed but this is very different from a project designed 
for that purpose. 

One can presumably design a project to save the lives of 
fish and birds and moose under the Environmental Quality Objective, 
but not the life of man. 

If social well-being is dropped as a major national objective, 
how else can planners prepare to meet the eventuality of the 100- 
year flood or storms of a larger magnitude? How else can planners 
utilize water resources to alleviate a threatened energy crisis? 

How else can planners make the water resource programs responsive 
to long-range social needs? 

In regard to appraising long-range social needs, the recom- 
mendations in the recently released President's Commission on 
Population Growth and the American Future stated: 
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"Our consideration of the problem and prospects involved in 
this country's long-term future convinces us that an important 
dimension of policy formulation is being overlooked. This dimen- 
sion involves the identification, study and introduction of actions 
with respect to future problems that may require lead times of 
decades rather than years to resolve. There is a need for con- 
tinuous monitoring and evaluation of the long-range implications 
of demographic changes, of future resource demands and supplies 
of possible overload situations, and of the underlying trend in 
technology and patterns of social behavior that influence these 
factors." 

The report went on to say that "sooner or later we will have 
to deal with water as a scarce resource. " 

A study of the preambles of various Congressional enact- 
ments dealing with water development programs will disclose that 
justification of these programs has been based in large measure 
on social objectives. It is difficult to define the Nation's social 
goals and an even more demanding task to show the beneficial and 
adverse effect of specific water projects in meeting these objec- 
tives. Such objectives are very real and more significant than 
ever today. Consideration of social well-being should be a vital 
part of the process of laying out various alternative plans involving 
water resource conservation and utilization. 

Eliminating the quality of life as a national objective, thus 
limiting the Federal water resource programs to fulfill their legis- 
lative interest, is very questionable under the provisions of the 
Principles and Standards. Elimination of the quality of life as an 
objective adversely affects the formulation of flood prevention 
programs. Their evaluation on the basis of optimizing National 
Economic Development and enhancing Environmental Quality may 
result in program developments that do not meet acceptable levels 
of flood protection to rural and urban areas. 

It is clear under the proposed Principles and Standards that 
important national social aims dealing with income distribution, 
population distribution, unemployment, and educational, cultural, 
and recreational opportunities are to be downgraded and under- 
valued or ignored in plan formulation. 
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Recommendations for New Objectives 

Ten oral and written comments contained recommendations 
for considering objectives other than those spelled out on page 
24145 of the Principles and Standards. 

The recommendations received were generally as follows: 

The statement of objectives should be completely revised. 
Careful reading discloses that the three objectives are largely 
economic, with most of the social factors dealing with income 
distribution. Two of the most important social concerns, recrea- 
tion and redistribution of population, do not even appear under 
social factors. 

The objectives should be three in number: a social objec- 
tive, an environmental objective, and an economic objective. 

The economic objective could deal with both regional and national 
affairs. 

The three objectives should have specific priorities, sug- 
gesting social first, environmental second, and economic third. 

The approach in the Principles and Standards relies too 
heavily on economic evaluation. The decisions to proceed or not 
to proceed with publicly financed projects and programs should be 
based on social and economic needs and the total national interest 
--not continued economic evaluations. The Water Resources 
Council's approach is quite unsophisticated. It relies on compli- 
cated and imprecise economic evaluations. It appears that the 
economic guidelines are developed as a substitute for good judg- 
ment and public interest evaluation on the part of individuals who 
are supposed to be decisionmakers. 

The objectives selected seem to be a poor choice. They are 
not in any operational sense "objectives. " They are worthwhile 
goals but far too broad to serve usefully as objectives. Perhaps a 
better scheme would recognize a two-level classification of effects 
with regional versus national incidence as one level; economic 
environmental, or social type as the other. 

The Environmental Quality Objective suffers from two 
persuasive conceptual deficiencies. The first is a failure to fully 
appreciate the essentially interactive character of physical- 
biological systems, with or without man. A second major flaw 
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is the confusion of inventory and impact assessment features of 
ecological effects. The first two categories of effects listed in 
the Principles and Standards unfortunately enmesh the two 
activities. 

Several other features concerning the Environmental Objective 
that are objectionable are: 

1. The Principles and Standards require the evaluation of 
project effects on on’y "certain" or "especially valuable" 
aspects of the environment without providing any guide- 
lines as to how or by whom such determinations of 
significance are to be made. (Here is a case where a 
systems point of view would be most useful. ) 

2. The Principles and Standards place inordinately heavy 
emphasis on recreational and aesthetic aspects of 
Environmental Quality. 

3. Possible project effects on land use are not appreciated. 

4. Possible secondary biological effects are not considered, 
nor is the difference between immediate and long-term 
effects. 

5. Project effects on the consumption and supply of energy 

and natural resources are not evaluated. 

6. Th'e approach taken is a generally confusing and poorly 
organized laundry list, offering little aid to field person- 
nel charged with carrying out such a project evaluation. 
(How much does it help, for example, to require, as in 
(A) (3) (b), "a descriptive-qualitative interpretation, 
including an evaluation of the effects of a plan on the 
designed or affected lake or lakes"? Isn't that what the 
Principles and Standards are for?) 

7. The Principles and Standards fail to require an explicit 

evaluation of the significance (particularly biological 
significance) of the impacts identified. Though this is a 
difficult task, the bare information is largely ambiguous 
and of little value to the general public and to decision- 
makers. For example, an anticipated change in dis- 
solved oxygen levels in a stream is useless information 
until it is interpreted in terms of the effect on fish or 
other organisms. 
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8. In view of the uncertainties involved in identifying and 
evaluating environmental impacts, the Principles and 
Standards should require estimates of both the prob- 
ability and the degree of risk associated with anticipated 
impacts. 

Some of the above difficulties could be at least partly allevi- 
ated if environmental effects were divided into three categories: 
aesthetic, ecological, and cultural. Guidelines for preparation of 
the ecological category might be something like the following: 

For each ecosystem directly affected by the project, discuss 
the following: 

1. Brief description of the system, in terms of the primary 

subsystems of air, water, land use, and energy flow. 

a. Describe in terms of measure (or of least measur- 

able quantitative and qualitative indices. 

b. Indicate direction and, if possible, the current rates 

of change in these subsystems. 

c. Identify any dis- equilibria currently affecting the 

system in terms of dependencies on other eco- 
systems, such as for major inputs of energy. 

2. Describe briefly the major economic products of the 

system in terms of the following: 

a. Approximate distribution and ultimate fate of the 

product. 

b. Product content- -natural or man- created. 

c. Energy and raw material requirements under 

current technology. 

d. Character of wastes and extent to which they are 

recycled by man-directed or natural processes. 
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3. Describe system expected without project at some future 

time in terms of (1) and (2). 

4. Describe system expected with project at some future 

time in terms of (1) and (2). 

5. Summarize with-without analysis in terms of the following: 

a. Differences in system diversity: spatial, temporal, 

and biological. 

b. Differences in system resiliency: ability to undergo 
incremental changes yet survive unanticipated shocks 
of epidemic proportions. 

c. Differences in system biological productivity: change 

in absolute levels or in the variety of "products." 

d. Differences in use rates and remaining stocks of 

abiotic resources. 

e. Extinction or significant population change in any 
biological species. 

f. Differences in long-term direction and rates of 

system change. 

6. Summarize the most critical aspects of information 

presented in (4) with special reference to: 

a. Scale of biological or social significance: local, 

regional, national. 

b. Nature or risk involved in terms of probability and 

seriousness. 

7. Discuss the adequacy of monitoring provisions included 

in the project plan or already available to access, on a 
continuing basis, critical aspects of the system, both 
during construction and following completion of the 
project. 
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The three objectives need redefinition. The National 
Economic Development Objective can remain essentially the same. 
Environmental Quality should be redefined as enhancement of 
natural environmental viability. Environmental Quality should be 
ecosystem-centered, which is man- inclusive, not man-centered. 

The Regional Development Objective should be eliminated. In 
place of Regional Development it is recommended that an objec- 
tive to integrate full public participation at all planning levels to 
enhance democratic decisionmaking be added. This is a serious 
deficiency in the proposed Principles and Standards. 

The social ■well-being should be strengthened by changing it 
to enhance social amenity and equality. There could be three sub- 
categories: (1) personal health, which includes physiology and 

psychology; (2) aesthetic, social amenity including recreation and 
residential amenities of the regional development process; and 
(3) societal well-being, containing essentially contributions to 
decentralization of the urban pattern in the United States. 

The National Economic Development account is both ill- 
conceived and mis defined. Many crucial components have been 
omitted. For example. Environmental Quality impacts are vital 
economic effects on society’s scarce resources even though no 
market prices exist for many of these effects. Equality consider- 
ations have also been denounced from economic development. They 
should be a mandatory part of any analysis of benefits and costs. 

Environmental consequences merit dollar values even though 
usually no market indicators of benefits exist. A means of develop- 
ing a tradeoff system is necessary. 

Use of the words environment and ecology as synonyms will 
no doubt cause confusion when at a later time one must identify 
environmental as opposed to economic and sociological aspects of 
water resource planning. It would be better to title the objectives 
as environmental objectives and then divide these objectives into 
economic, ecological, and sociological. 

National defense and national preparedness are not mentioned 
under the title objectives, page 24145. They are important 
objectives. 
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A separate group of comments dealt with the nature of a 
regional objective and some aspects of regional responsibilities 
and regional benefits. The comments are as follows: 

Planning should be directed toward identifying and solving 
problems of a local or regional nature rather than formulations 
under the National Environmental and Regional Objectives. The 
planning agency should state explicitly what those problems are 
early in the planning process and establish the solution as the 
objective. As a balance to this approach, there should be estab- 
lished national constraints. Included in these constraints might 
be: 

1. National Economic Development. This traditional 

constraint requires that an honestly computed benefit/ 
cost ratio be greater than unity. It reflects our con- 
cern that public funds be spent in such a way that the 
Nation's output of marketed goods and services is not 
reduced thereby. 

2. Income distribution. This constraint would require 

that a proposed alternative not result in a distribution 
of money income more unequal than it otherwise would 
be. 

3. Equity. This constraint would require that the costs of 

an alternative be borne by those who stand to benefit 
from its adoption. 

4. Diversity. This constraint would require that a proposed 

alternative not reduce the diversity of ecosystems, 
aesthetic resources, recreational opportunities, cultural 
systems, or, in general, social choices open to the 
Nation's people. 

5. Resiliency. This constraint would require that a pro- 
posed alternative not increase the vulnerability of 
natural and social systems to unanticipated shocks. 

6. Reversibility. This constraint would require that a pro- 
posed alternative result in no irreversible commitment 
of resources. However, national constraints, important 
as they are, should not obscure the real local and/or 
regional objectives. Both should be already stated. 
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3. ISSUES RELATED TO CRITERIA FOR PLAN FORMULATION 
AND EVALUATION 

Discount Rate- -Higher or Lower 

Proposed Principles and Standards specify on pages 24146-47, 
24166-67, and 24193, among other things, as follows: 

"The discount rate will be established in accordance with 
the following concept: The opportunity cost of all Federal 
investment activities, including water resource projects, 
is recognized to be the real rate of return on non-Federal 
investments. The best approximation to the conceptually 
correct rate is the average rate of return on private invest- 
ment in physical assets, including all specific taxes on capi- 
tal or the earnings of capital and excluding the rate of 
general inflation, weighted by the proportion of private 
investment in each major sector. " 

sjc £ # 

"The average rate of return on non-Federal investments is 
estimated at 10 percent. " 
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"The revealed preferences of the Federal political process 
clearly indicate a desire to transfer income to the people 
in specific regions by subsidizing water resource projects. 

. . . Accepting the legitimacy of the political process in 
determining income transfers and subsidies, the use of a 
low interest rate, unfortunately, is often an inefficient 
instrument for these purposes because it also biases the 
design of these projects toward those with higher near- 
term costs and lower near-term benefits. 

"Recognizing both the objectives of subsidizing water 
resource projects and the objective of an efficient combi- 
nation among and between Federal and non-Federal invest- 
ment activities, a 7-percent rate will be used for evaluating 
water resource projects during the next 5 years. Use of a 
7-percent rate will facilitate implementation of one of the 
basic purpose of multiple objectives planning by allowing 
more comparable consideration of environmental quality 
objectives. Less capital intensive projects, scaled mainly 
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to meet near-term needs, will result in relatively more 
efficient use of Federal and non-Federal investment 
toward meeting increasing critical water needs, given 
cur rent budgetary constraints. " 

A total of 1, 667 individuals or organizations thought the 
discount rate should be higher (8 to 25 percent) and 121 comments 
were made in favor of the discount rate as proposed at 7 percent. 
Both favored the Opportunity Cost approach in setting the discount 
rate. A total of 1, 431 individuals and organizations were for a 
lower discount rate (0 to 5 3/8 percent). These latter comments 
generally addressed themselves to the method of calculating the 
opportunity cost. 

Arguments for a higher discount rate . - -The following com- 
ments are illustrative of the responses received by the Water 
Resources Council recommending revision of the Principles and 
Standards with regard to a higher discount rate. Capsulizing the 
comments, all were in favor of employing the opportunity cost 
concept as the basis for selecting the discount rate used in 
evaluating and selecting water projects, a discount rate equivalent 
to the opportunity cost of capital in the private market, which is 
10 percent. 

The discount rate, used to evaluate the costs and benefits of 
water resource projects, has been in the past unrealistically low. 
While this rate has been increased in recent years, the current 
discount rate of 5 3/8 percent remains low in terms of the oppor- 
tunity cost of capital. Current policy provides a built-in bias 
which results in understating project costs, favors public versus 
private undertakings, and precludes efficient use of the Nation's 
resources. 



(a) Opportunity cost concept . --Use of the rate based on 
the opportunity cost principle in evaluating Federal investments is 
necessary to achieve equity from the standpoint of the Federal tax- 
payer who must finance Federal investments. The use of a discount 
rate based upon the opportunity cost concept is analogous in most 
ways to other price ratios, e. g. , the prices of future goods relative 
to present goods. 

To approve the prices of future goods or electric power that 
emerge from a voluntary exchange system is, to be sure, a value 
judgment. If one disapproves a market or voluntary exchange 
system, he may urge, as his personal value judgment, the adoption 
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of some other "social" price of electric power or some other social 
discount rate. Most economists, however, attach value to a market 
or voluntary exchange system and urge that cost/benefit analyses 
use estimates of the market prices of inputs and outputs including 
capital. The market price of the latter implies using a discount 
rate that reflects the estimated opportunity cost of capital in our 
society. 

A corollary to the above argument is that the first idea, that 
cost and benefits (or utility) be kept conceptually distinct, accepts 
the notion that decisionmaking affecting the allocation of scarce 
resources requires some coherent way of ranking alternative uses 
to which resource may be put. This means providing a measure of 
alternative uses that are given up as a result of a particular course 
of action. The second idea, that government employ the same 
"counters" as does its citizens, rests on the belief that the cost of 
government resource-using activity should be revealed in terms of 
the things the citizens are asked to give up, through the workings 
of the government's use of coercive financial devices like taxation 
and money creation . . . contends that the cost of capital inputs 
should be placed on an equal basis with labor inputs. To use a 
rate of discount that departs from the private opportunity return, 
which the government can easily do because it is not obliged, for 
example, to lease or hire its capital goods as it hires labor, simply 
renders ambiguous the cost calculations of its resource-using 
activities. 

Most resource-using activities permit substitution between 
different kinds of resources. Often, it is possible to substitute 
larger initial investment outlays for smaller annual or periodic 
outlays or vice versa, to achieve the given objective. In order 
to make feasible the substitution process, some interest rate 
explicitly employed to make rational decisions is required. 

There is a class of Government resource-using activities 
which serves private ends by furnishing individuals instrumental 
services or products. For these activities, it is often possible to 
identify the individuals or groups who benefit from the Government 
operation. Government enterprises such as postal services, recla- 
mation, and power projects are examples of such activities. It is 
also often possible for the Government to employ prices to ration 
the service and to finance the operation. To determine the appro- 
priate price, it is necessary to employ a costs of capital. The 
Government may or may not use the price mechanism to ration the 
benefits or services the activities provide. To the extent that it 
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does not price the service to cover the full cost of the project, 
including an appropriate interest cost, it provides users a subsidy 
in kind. 

Other points were made with respect to the use of the oppor- 
tunity cost principle as a basis for determining the discount rate. 

One argument expressed the concern that the discount rate be set 
at a level which equalizes the competition for funds between water 
projects and other more socially valuable public programs. Using 
the opportunity cost principle, any project which would be viable at 
a 10-percent rate would have to demonstrate a wide range of benefits 
to broad segments of the public. Further, social and economic pro- 
grams that would deliver benefits only to a small sector of society 
would have to be rejected. It was felt concurrently that those who 
advocate a discount rate below 10 percent would have to grant water 
projects a competitive advantage that is demonstrably unjustified 
under all relevant criteria and in lieu of other socially oriented 
programs. 

Critics of the social time preference position but who endorse 
the opportunity cost principle suggested that: The lower-than- 
private- sector discount rate implied by this position presumes that 
society has the desire to transfer more income from current to 
future consumers than it is currently doing. This presumption is 
not at all obvious. That the people would collectively agree to pro- 
vide a standard of living to unborn generations greater than that 
implied by our current rate of economic growth is highly doubtful. 

It seems especially so when these same people seem unable to meet 
adequately the needs of the hungry, the uneducated, and the sick in 
their own generation. Indeed it can be argued that we are currently 
devoting nearly 30 percent of GNP (gross national product) to pro- 
viding for future generations. 

The use of a public discount rate below that used in the pri- 
vate sector implies that resources will be transferred from higher 
return alternatives in the private sector to lower return alternatives 
in the public sector unless shadow costs in excess of nominal costs 
are used in the denominator of the benefit/cost ratio or if a cutoff 
benefit/cost ratio in excess of unity is applied ... if the social 
time preference interest rate is used to discount future effects, a 
shadow price of resources used in the public investment should 
replace their nominal price. It should be emphasized, however, 
that if the time streams of returns from public and private invest- 
ments are identical, the social time criterion preference with 
shadow prices is identical to the opportunity cost criterion. The 
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opportunity cost concept of the public discount rate is not really in 
conflict with the time-preference concept. For, unless capital 
markets are grossly and systematically biased, marginal time 
preference and marginal opportunity cost will tend to be brought 
into equality by the millions of interacting saving and investment 
decisions continually being made in the private sphere. This does 
not necessarily mean that there will be one single rate of interest 
regardless of risk-pattern or time-preference of cash flows; rather, 
the market will generate many different rates of interest or rates of 
yield that will respond to risk and timing differences . . . thus, for 
any class of government investment, the rate associated with a 
private project of comparable risk and timing can in principle be 
found. 



A number of the responses dealt with the issue that govern- 
ment investments were essentially as risky as those undertaken in 
the private world. In past practice, discount rates for government 
water- resource projects tended to be tied to the low quoted interest 
rates on government bonds. Since claims on the Federal Government 
are essentially riskless, no allowance was made for the fact that 
actual government projects were comparable in risk to private 
projects that could not be financed on a riskless basis. 

The reason why risk commands a higher return in the private 
sphere has essentially nothing to do with the diversification problem, 
on which some analysts have mistakenly concentrated attention 
alleging the government's superiority over the private market when 
it comes to diversification. Rather, there are certain widespread 
social risks, for example, the business cycle, war versus peace, 
etc. , which government projects cannot escape any more than pri- 
vate projects. The upshot is that past practice has set too low a 
discount rate for the evaluation of public projects. Not only has 
this led to systematic overinvestment in such projects, but it has 
also distorted their design in favor of excessive scale and slow time- 
return of capital. 

The chief opposing view would maintain that planner's prefer- 
ences as to the time-discount of returns, or the desirability of some 
classes of commodities as opposed to others, or the forms of risk 
to be undertaken, should govern choice of discount rate in place of 
what some think to be the arbitrary evidence of the market. Accord- 
ing to some of the responses, the basis for this position is unclear 
with regard to (1) the assertion that the private markets are a highly 
imperfect mechanism, so that government decisionmakers can more 
accurately assess what cistizens' preferences really are, or (2) the 
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contention that private citizens' preferences should be overridden by 
paternalistic planners. The first statement is incorrect. The 
second contention involves a value judgment that is inconsistent 
with a democratic society. Neither provides a convincing basis 
for rejecting the evidence of the private market as to the appro- 
priate discount rate for government investment. 

(b) Arguments for a 10-percent discount rate . - -While 
there existed a number of opinions within the responses on how to 
measure the opportunity cost interest rate, the proponents of the 
higher discount rate thought that the social opportunity cost interest 
rate is the appropriate concept for determining the social discount 
rate and that this rate should be set at 10 percent, the opportunity 
cost of capital as discussed in the Principles and Standards: 

". . . on net, it appears that the average of the marginal returns 
on physical investment in the non -federal sector is around 10 
percent. " 

Some achievements of economic performance in the Nation 
have been purchased at excessively high costs in terms of environ- 
mental damage. The adoption of a 10-percent discount rate would 
give future importance to environmental protection based on the 
principle that environmental quality is a superior economic good, 
having a high elasticity of demand. As incomes and affluence grow, 
individuals and society attach a higher relative value to nonmaterial 
goods such as leisure, recreation, amenities, and environmental 
quality. However, recognizing that although the appropriate dis- 
count rate for evaluating future benefits is 10 percent, reflecting 
national opportunity costs, the proposed 7 percent produces a bias 
in the Principles and Standards in favor of development projects 
over environmental protection. Further, the proposed 7-percent 
rate not only will serve to hide the fact that certain projects are 
uneconomic, but will make any true evaluation under the National 
Environmental Policy Act impossible. 

The most appropriate discount rate is 10 percent, and lowering 
the discount rate to reflect political decisions is an inappropriate 
procedure because it is usually inefficient and biased in carrying out 
those ends. It was felt that it would be more appropriate to use the 
10-percent rate and apply any subsidies explicitly through the sensi- 
tivity analsysis or through explicit grants toward certain ends. One 
basis for the high discount rate is the fact that private enterprise 
must pay taxes. If the lower rate of 7 percent is used for projects, 
it would be appropriate to also require the projects to pay real or 
surrogate taxes as private enterprises would. Taxes would be 
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considered a project cost because if the money were spent by pri- 
vate enterprise, they would earn the same (7 percent) return to 
society plus the value of the tax^s paid. 

Lowering the discount rate from 10 percent to 7 percent 
without paying taxes would, for example, have the effect of favor- 
ing high- investment projects at the expense of low- investment 
projects, such as the maintenance of natural environments, 
whereas Congress has apparently chosen to subsidize both. 

One group, while recognizing the preferences of the Ifederal 
political process regarding the desire to'transfer income to peo- 
ple in specific economically depressed regions by subsidizing 
water resource projects, questioned the use of a low interest rate 
to implement such subsidies. A low discount rate on public proj- 
ects means the use of resources by the public sector which would 
otherwise serve society more effectively elsewhere. It distorts 
the relationship between shorter run and more durable projects 
favoring the latter at the expense of the former and it does not 
discriminate between regions or among income groups in the 
benefits of its subsidy. On all these grounds, it is strongly 
urged that the appropriate social discount rate be set at the 
opportunity cost of capital, i. e. , the rate of return the capital 
can earn currently outside the public sector. 

The use of a low interest rate is often an insufficient instru- 
ment for this purpose as it biases the design of these projects 
toward those with higher near-term cost and lower near-term 
benefits. 

While a subsidy to particular depressed areas maybe desir- 
able, an indirect approach by providing benefits to water transpor- 
tation may only have the effect of transferring a financial crisis from 
one economic segment and locale to another. 

Reduction of the discount rate to 7 percent "to transfer income 
to the people in specific regions by subsidizing water resource 
projects" is neither necessary nor desirable. A blanket reduction 
in interest rate does not favor those regions to which such transfer 
payments would be desirable over time, which are congested, and 
for which fur her stimulation would be undesirable. Moreover, 
the lower income rate has the effect of distorting priorities, 
favoring the National Economic Development Objective over the 
others which are measured in nonmonetary terms. Better methods 
of making transfer payments can be devised. Even if water 
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development projects are to be the vehicle of such payments, the 
choice between projects could still better emphasize the other, non- 
monetary social, environmental, and regional factors. This ploy 
of artificially reducing the distortions smacks of pork-barrel 
politics and has no economic justification. ! 

Setting a price below the private opportunity return for only 
one input in production processes that require a larger number of 
diverse inputs distorts the production process itself, even though 
it serves the purpose of lowering the price of the outputs. Hence, 
applying in a crude way a social discount rate to water projects 
(or any other program) will cause them to be more capital inten- 
sive than necessary, and capital resources will have been wasted 
relative to attaining the objective of longer run economic growth 
which underlies the main objectives of the social discount rate 
concept. 

Although the Principles and Standards say specifically that 
they are going to lower the rate to 7 percent in order to subsidize 
water resources because of perceived priorities, this is a pretty 
bad way to do it. It's a bad way because it's a distorting method 
of subsidizing. Because of the construction of the Principles and 
Standards, it distorts the subsidy as between environmental and 
nonenvironmental or development types of priorities. A clear 
application of social priorities following the Standards would have 
■ Congress choose developmental projects over environmental proj- 
ects because of the dollar value of beneficial and adverse effects 
in the National Economic Development Account, etc. 

The rate of 7 percent is recommended apparently in an 
attempt to subsidize developers. This reasoning is illogical and 
without foundation in light of apparent awareness of the preceding 
section of the Principles and Standards. Since 10 percent is the 
appropriate rate, then 10 percent should be used. Arguments have 
been made that a lower rate is justified since the government 
spending does not have the same degree of risk as spending in the 
private sector. This is not the case. Anyone who knows of the 
great cost overruns in government spending on myriad water 
resource projects and others, can appreciate the risk in govern- 
ment investment. Furthermore, the risk of putting money into 
water resources investment evaluated at 7 percent as opposed to 
a poverty program evaluated at 10 percent may be phenomenal, 
since the nonsupport of either project may be a substantial risk 
to society. Obviously, this is an element of risk which has 
seldom been considered, but must be seriously considered in the 
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future. In addition, it is certainly proper that the U. S. taxpayer 
receive the same interest on his investment whether the invest- 
ment be made by government or industry. This can be accomp- 
lished if a discount rate of 10 percent is used. 

While recognizing that all investment decisions involve the 
same opportunity cost of capital, averaging 10 percent in the past, 
the very reasons which the "Water Resources Council gave in sug- 
gesting a rate of 7 percent were applicable for a 10-percent rate: 

(1) the Federal political process desires to transfer income and 

(2) the cost of money to the Treasury and the taxes foregone through 
displacement of private investment. Two other components should 
be added to include: 

1. If technological change occurs, it usually means that a 

project will be less useful in the future than it is in the 
present. If such a change is expected, a higher rate of 
discount can be used to approximate the technological 
change effects. By using a low interest rate when 
technological change is occurring, the advantages of 
development relative to preservation are overstated. 

Under such circumstances a rate higher than the social 
rate of discount would he justified for the purpose of 
evaluating the development alternative. 

2. The length of time over which given future periods are 
meaningful depends upon the interest rate. The lower 
the rate the longer the period of meaningful analysis. 
Allowing the time period to approach the length per- 
mitted by the discount rate for the development alter- 
native would overstate the benefits of Federal water 
resource development projects at the expense of the 
preservation alternative, unless prices which accurately 
reflect the increasing scarcity value of the preservation 
alternative are used. 

Arguments for a lower discount rate . - -During the period of 
public review and comments, a number of arguments were advanced 
by proponents of a lower discount rate. They rejected (a) the oppor- 
tunity cost concept which proposes a 10-percent interest rate; (b) 
raising the interest rate in the interim to 7 percent; and (c) the 
proposition that more efficient uses of Federal and non-Federal 
investment is made possible by less capital intensive projects 
stated to meet near-term needs. 
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In broad terms , they argue that: 

(a) The current proposal, which requires that the discount 

rate be established on the basis of the opportunity cost 
of money, reported to be 10 percent currently, is invalid 
and the resulting interim use of a 7-percent interest rate 
is unfair, inequitable, and contrary to the public interest. 

(b) Such a rate will restrict water project construction which 

conflicts with the Administration's declared objective of 
strengthening the economy and reducing unemployment. 

r 

(c) Imposing the rate will make impossible the construction 

of many major water projects needed to meet economic 
needs, particularly in the Western States. 

(d) It enforces a moratorium on planning of future water proj- 

ects conceivably to a time when water shortages will 
occur leaving inadequate time for needed projects to be 
built. 

(e) The 7-percent interest rate cannot be economically justi- 

fied either on the basis of the average long-term interest 
cost on money borrowed by the Federal Government, or 
of the average private business. 

(a) Opportunity cost concept and proposal . - -The argu- 
ments of those against this concept concerning the Water Resources 
Council's language where it is stated that: 

"The discount rate . . . will be the average rate of return 
on private investment in physical assets ..." 

or 

"The opportunity cost of all Federal investment activities . . . 
is recognized to be the real rate of return on non-Federal 
investment. 11 

or 

"The Federal Government should not displace funds in the 
private sector unless its return on investment is equal to 
or larger than that in the private sector 

1CK 
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They disagree that a relationship exists between the average 
annual rate of return on physical assets held by the private sector 
and the proper discount rate for cost/benefit analysis of public 
sector water resource development projects. The attempt to 
determine the rate of return on ’’physical" assets "to the exclusion 
of money assets" is erroneous. It should be recognized that physi- 
cal and money assets are inseparable; one rate of return cannot be 
calculated to the exclusion of the other because production requires 
a mixture of the two types of assets. 

Under the opportunity cost concept an average annual rate of 
return is calculated by comparing the dollar return in each year of 
the study with the volume of physical assets as measured by finan- 
cial records. Allowance is made for accrued depreciation, and by 
implication current physical depreciation is deducted before the 
rate of return is calculated. However, this process does not take 
into account the economic life of the assets. Physical depreciation 
does not measure obsolescence, for the timing or extent of obsoles- 
cence cannot be anticipated. This omission is vital because it 
negates the implied assumption of depreciation and reinvestment. 
Economic obsolescence breaks this chain and reduces the effective 
rate of return. 

Since economic obsolescence is a very real force in the pri- 
vate. sector of the economy, most businessmen insist on a short 
payout period. Strong evidence exists that most businessmen will 
try to recover the costs of an investment in 5 to 7 years, requiring 
an 18- to 20-percent rate of return. This 5- to 7-year period has 
nothing to do with the physical life of the assets. Also, the economic 
or physical life is not synonymous with the recorded depreciation 
period. The depreciation period is dictated by income tax rules 
and is necessitated primarily by income tax considerations. 

A major portion of the discrepancy between the rate which is 
required for a 5- to 7-year payout (18 to 20 percent) and the 10. 4- 
percent rate in the Principles and Standards must be attributed to 
obsolescence. While society can absorb the losses of obsolescence, 
the individual businessman will neither recover his investment costs 
nor have other returns to offset these losses. The businessman's 
insistence upon a short payout period is highly justified. There are 
numerous investment opportunities in the private sector which would 
be highly profitable, many even more profitable than those invest- 
ments undertaken, but for which the annual rate of return would be 
low and the payout period long. Because of the fear of economic 
obsolescence, however, these investments will seldom be made; 
there is too great a chance of loss. 
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In contrast, this problem does not exist in the public sector. 
Although public investments may fail, there is no uncertainty 
involved with the investment. There is risk for the public sector, 
and for the private sector considered as a whole. A number of 
investments will fail; however, it is not known which will fail. 

Society can plan for and absorb these expected losses, but an 
individual businessman cannot withstand such a loss. The pri- 
vate sector has no way to spread the risk among the participating 
firms so that those investments with a longer payout period, even 
though profitable, can be made. The public sector, however, can 
make these investments, to the benefit of the whole society. 

Another approach questioned by the proponents of a lower 
discount rate is the assumption that the average and the marginal 
rate of return are equal. The validity of the marginal rate is 
recognized in the Principles and Standards, but proponents of a 
lower discount rate point out that "the available data provide a 
basis for estimating only the average rate of return in the private 
sector." However, the Principles and Standards avoid the non- 
availability problem by observing that "If the average rate of 
return is constant (as a function of the level of investment), this 
is not a problem as the average and marginal rates are equal and, 
in the long run, this appears to be a good approximation ..." 

The conclusion is then reached that "In the short run, the rate of 
return on private investment displaced by additional Government 
investment is probably higher than the average rate . . . " This 
conclusion is wrong in that it assumes that each worker has the 
same level of productivity as every other worker. The marginal 
rate of return would be very difficult to calculate, if not impossible, 
but the assumption that the average and marginal rates are equal is 
ignoring the problem. 

Two other objections regarding the possible source of the 
average private rate of return are discussed. First, no allowance 
has been made for negative income (e. g. , one which reduces real 
income to society, but increases the rate of return to the private 
firm) which may make the high rate of return possible. For example, 
the high yield may be obtained through ignoring all pollution controls. 
Alternately, the investment may be in such socially undesirable 
areas as a fourth gasoline service station on the corner, or slot 
machine, or pornographic material. To the extent that the private 
rate of return is enhanced by negative income, that rate of return 
is invalid for use as a discount rate in the public sector. Second, 
public investment may also create some negative income. A high- 
way may reduce the value of a particular residential area, or a 
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river development project may destroy certain recreational attri- 
butes of the stream. These losses must be accounted for through 
an adjustment of the project benefits. Thus, the negative incomes 
associated with private sector investment can only be accounted for 
through a downward adjustment to the discount rate. 

Further, a portion of the private sector return is due to the 
very presence of public sector investment. The value of a restau- 
rant or motel may rest entirely upon the presence of a public high- 
way; or a farm will yield a profit only because of a Government 
flood control project; or a firm will owe a major portion of its 
return to the electricity provided by a Government project. The 
rate of return in the private sector is highly dependent upon public 
investment. This dependency cannot be measured, but its presence 
cannot be overlooked in fixing a discount rate for cost/benefit 
analysis of public investment. 

Another point made by proponents of a lower discount rate is 
that the rate of return in the private sector does not provide a basis 
for determining the proper role of public investment. They agree 
that cost/benefit analysis has been used to determine the level of 
public investment and to establish priorities among alternative 
public investment possibilities. Cost/benefit analysis is quite well 
suited for the latter use. When this analysis is used to establish 
the level of public investment, however, a great deal of difficulty 
is encountered, because public production is fundamentally different 
from private production. 

Government output consists of pure social goods and merit 
goods. Pure social goods are those goods which provide benefits 
only collectively to the whole society, as in the case of national 
defense. They can be consumed by one person without reducing the 
quantity available to others. The market is not only totally. inade- 
quate in supplying these goods, but the market mechanism cannot 
collect from the consumers, since these goods must be consumed 
equally by all members of society. The only alternative to Govern- 
ment providing these goods would be financing through voluntary 
contributions. Those who did not contribute, however, could not 
be prohibited from benefiting from the social goods, and people 
would usually not voluntarily make the necessary contribution. 

Thus, if these pure social goods are to be provided, the Government 
must do it by financing them through the tax system. 
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Merit goods are those goods which are considered highly 
desirous or meritorious, such as education, public housing, and 
sewers. These goods could be provided through the market, but 
consumers would not likely demand a quantity which would be con- 
sidered as the optimum by society. Also, these goods, if provided 
by the market, would certainly be consumed in an uneven pattern. 

The wealthy would purchase them but the poor often could not. If 
these goods are to be available in the optimum quantity, they must 
be provided or heavily subsidized by Government. 

Water resource development projects produce both pure 
social and merit goods. The benefits from flood control for those 
living in the flood area, for instance, are pure social goods, while 
such output as irrigation, recreation, and navigation are considered 
merit goods. An evaluation of the benefits of proposed projects is 
made through cost/benefit analysis. Comparing the cost/bencfit 
ratio with the return of a private investment, however, is a futile 
method to determine the relative merits of the two. This is pri- 
marily so because a determination of the level of public investment-- 
a determination of the amounts of pure social and merit goods which 
Government shall produce- -must be determined subjectively by the 
electorate (or their representatives). There is no way to determine 
objectively the proper level of investment in education, or highways, 
or water resource development. On the other hand, the level of 
private investment is determined objectively through the market 
process. These different methods prevent any meaningful compari- 
son between tfye two types of investment. 

Cost/benefit analysis does have value. It is the best available 
means for comparing two or more proposed projects in the public 
sector. To attempt to establish the level of public investment 
through a comparison of a cost/benefit ratio for the public invest- 
ment with the rate of return on the private investment, however, is 
considered erroneous. 

The proponents of a lower discount rate also disagree with 
the statement in the Principles and Standards (page 24167): 

"Less capital intensive projects, scaled mainly to meet near- 
term needs, will result in relatively more efficient use of 
Federal and non-Federal investment toward meeting increas- 
ing critical water needs, given current budgetary constraints. " 
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This is a bias established in favor of projects returning 
relatively early benefits for costs incurred. The effect of this 
bias will be to end long-term projects and planning geared to 
providing extended benefits to large numbers of people and wide 
areas of the Nation. 

A high discount rate means that the high capital intensive 
project with long-term, region-building benefits cannot be justified 
from an economic standpoint. The favored project is the one with 
the most immediate benefits in relation to the lowest initial cost. 
However, what may be overlooked is that the project may be under - 
designed or require intentionally high operation or maintenance 
costs. 



Thus, no excess capacity exists to accommodate future growth, 
because the high discount rate would drastically curtail those far- 
term benefits needed to justify the higher construction cost. The 
imposition of higher discount rates would mean that projects and 
plans would be scaled down. However, there is hardly any way to 
scale down navigation, flood control, or reclamation projects. 

These are 40- or 50-year projects, and a high discount rate simply 
means that the 10- or 15-year project is given preference. Many 
smaller projects are also affected. In fact, higher discount rates 
will penalize any project which has benefits which increase over a 
period of years. It will eliminate the good projects as well as the 
bad, the small projects as well as the large. 

The implementation of the Principles and Standards would 
stimulate quick-results programs focused in urban areas and all 
but eliminate large-scale water resource programs with 50- and 
even 100-year lifetimes which, by their very nature, are usually 
located away from metropolitan centers where land and water must 
be managed. Although these programs might become overbalanced 
toward urban interests, the chief fear of planning aimed at "less 
capital intensive projects scaled mainly to meet near-term needs" 
is to have the entire Nation some day face a water resource crisis 
of overwhelming proportions. 

(b) Displacing funds in the private sector . - -Another 
argument against a higher discount rate turns around the general 
premise in the Principles and Standards that use of the opportunity 
cost concept is necessary to achieve equity from the standpoint of 
the Federal taxpayer who must finance Federal investments. There- 
fore, the Federal Government should not displace funds in the private 
sector unless its return on investments is equal to or larger than that 
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in the private sector. The application of such a concept to only 
water resource developments and not applying it to most other 
social, health, and even physical programs of the Government is 
questioned. Such programs are determined to be necessary for the 
welfare of people and they are accomplished by the Government 
because they are too big and unwieldy for the private sector. 

(c) Tax revenues foregone . - -The proponents for a 
lower discount rate challenge the proposition in the Principles and 
Standards that the rate of discount requires an allowance to com- 
pensate for the tax revenues which are lost because the resources 
are not being developed by the private sector. The belief expressed 
in the Principles and Standards is that a tax loss would occur only 
if the economy, is at full employment. This is not true because the 
normal situation for many years has been an economy which 
requires large participation by Government to achieve full employ- 
ment. If the United States is at less than full employment, the 
increase in Government investment will result in an increase in 
tax revenues. The increased spending accompanying the invest- 
ment will increase income of households and businesses and 
thereby increase tax liabilities. 

Even at full employment, and when Government outbids a 
business firm for certain resources, there will not necessarily be a 
tax revenue loss. To the extent that Government investment reduces 
costs for a portion of the economy, there will be an increase in tax- 
able income which will at least partially offset the decline in the 
taxable income of the firm which would otherwise have used the 
resources. Further, the income created in the process of making 
the investment will be equal, whether the investment is made by 
the public or the private sectors. It is tenuous to predict a decline 
in tax revenues resulting from an increase in Government 
investment. 



(d) Other formulas for determining discount rate . -- 
Economists themselves are not in agreement that the opportunity 
cost concept should be used to determine the discount rates for 
public investment. Other concepts suggested are the social time 
preference approach or the Government borrowing cost approach 
which would lead to discount rates substantially lower than those 
advocated under the opportunity cost concept. 

The Social Rate of Time Preference is defined by proponents 
as that discount rate which reflects society's willingness to postpone 
current consumption for consumption by future generations. The use 
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of this concept is inherent in many Federal programs. Thus, in 
order to encourage rural electrification. Congress determined that 
Rural Electrification Administration loans shall be at 2 percent 
interest. No relationships exists between the actual rate of interest 
paid by the Government on the money it borrows and the loans it 
makes through the Rural Electrification Administration program. 
Similarly, the costs allocated to irrigators in reclamation projects 
are repaid without interest over a period of 40 to 75 years. The 
costs allocated to the irrigator are determined by his ability to pay 
rather than the value of the irrigation water, and from power 
revenues over a period of years. This policy has promoted the 
development of the West and has greatly increased the contribution 
of the West to national income. 

In further support thereof, these proponents of a lower rate 
argue that the Government is not in business to make money or com- 
pete with private industry. Government should undertake those 
activities which private industry cannot or will not undertake, and 
to promote those conditions which are conducive to the economic 
development of the region or the Nation. The Federal Government- - 
as contrasted to the private sector --is the only entity which has both 
the responsibility and the ability to construct needed water resource 
projects on which the benefits to the Nation are delayed beyond the 
time which could induce the inyestment of private capital. 

The second argument is that the discount rate established 
should not exceed the official rate set by the Treasury for interest 
on long-term bonds when the Government borrows money. The 
formula based on the "coupon rate" of long-term Government 
securities might result in an interest rate ranging between 3 and 5 
percent. Using this formula would be in step with a water resources 
program that provides long-term benefits. The selection of an 
interest rate involves social and numerous other policy components 
of such scale that they alone outweigh economic considerations. 
Preservation of water and related land resources for the benefit of 
not only the current generation but for future generations is a must 
in water resource projects. Government spending should not be 
equated with spending by the private sector--as advocated by the 
opportunity cost proponents. An interest-discount rate between 3 
and 5 percent will permit a comparison between small, medium, and 
large-scale projects. This would provide a wider range of alter- 
natives from which to choose. Tradeoffs would be placed in proper 
focus. 
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Another proposition advanced by some is the use of a combi- 
nation of social rate of discount, reflecting the political and public 
aspects of investment made by Government on behalf of all the 
people, coupled with an opportunity cost concept. The combination 
of the social rate of discount with an opportunity cost, which is 
used as a price of capital, prevents biasing profits toward quick 
payout, quick-returns projects in the public sector because of the 
short-sightedness and bias that exists in the private sector. The 
opportunity cost theory is considered wrong in its basis, and is 
likely to bias projects in the wrong direction if applied in practice. 

On the other hand, different discount rates may be applied to 
the three objectives in the Principles and Standards: a low, medium, 
and high. A low rate for National Economic Development might be 
2 1/2 percent but for Environmental quality zero, which would indi- 
cate that the relative emphasis on Environmental Quality in the 
future should be higher relative to the present than it is with res- 
pect to National Economic Development, because of the expectation 
that the problems of the environment are going to get more serious 
as time goes by. 

With respect to Regional Development and social well-being, 
a low rate might be 5 percent rather than 2 1/2 percent in the 
expectation that other programs are going further, which at some 
reasonable date in the future are going to make problems less 
pressing for water resources design because the regional and class 
disparities of income will have been ameliorated. A set of medium 
rates for these objectives might be 5 percent for National Economic 
Development (NED), 2 1/2 percent for Environmental Quality (EQ), 

7 1/2 percent for Regional Development (RD) and social well-being 
(SWB); a high set may be 7 1/2 percent for NED, 5 percent for EQ, 
and 10 percent for RD and SWB. 

(e) Discount rate and economic analysis requiremen t 
discriminates against water programs . - The proponents of a lower 
discount rate also argued that the water resources program is the 
only Federal activity that is required to show economic justification 
for authorization and appropriations. All other programs are pre- 
sented on a need to fulfill national goals or objectives. Most Federal 
Government programs are not discounted at all. One example is 
highways. Other programs are discounted at very low rates — 2 
percent for rural telephone loans, 3 percent for construction of 
academic facilities, and 2 to 3 percent for foreign development 
loans by the Agency for International Development. Water develop- 
ment is the only major Federal program which is entirely dependent 
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on the basis of discounted benefits exceeding costs. Health and 
welfare programs, water pollution control, and other environ- 
mental programs are justified entirely on the basis of social goals. 
Stricter analysis of these other programs is bound to come in the 
future, and the institution of a 7-percent discount rate for water 
programs will, in all likelihood, bring demands for the use of a 
similar discount rate for all Federal programs. 

(f) Other related issues . - -Some proponents of the low 
discount rate stated that if the private sector is able to obtain the 
monetary return it desires for similar investment in a proposed 
water project, then presumably the private sector would build the 
project and thus there would be no need for Federal investment. 
Following this line of reasoning, it would appear that the discount 
rate provisions in the Principles and Standards mean that, in terms 
of economic evaluation, there should be no further Federal water 
development projects. 

Others indicated that the higher discount rate will discriminate 
against water conserved as a result of agricultural developments by- 
favoring projects which provide municipal and industrial water. Also, 
they argued that the proposed discount rate, if adopted, will put an 
end to many worthwhile projects currently proposed and these then 
will only become economically feasible at such times as inadequate 
water supplies exist, and the resultant drought drives monetary 
returns from water upward. 

Government policies and programs are prompted by long- 
term considerations and therefore must necessarily be discounted 
at a less rate than short-term investments in the light of the normal 
responsibility of Government. Thus, the higher the discount rate, 
the smaller the scale of potential development, which deprives the . 
Congress of the opportunity to determine the long-term consequences 
of U. S. conservation management programs. 

A high interest rate encourages projects in rapidly developing 
areas where the benefits are more readily identifiable, as opposed 
to low income and less developed areas. The development of rural 
America is a must, in order to reduce migration from rural to 
urban areas. 





Benefit/Cost Ratio --Exclusive Use for Water Development Projects 



This issue evolved from opponents to the issue of opportunity 
cost and discount rate requirement in the Principles and Standards. 
These opponents (17) generally argued as follows: 

If discounting procedures are required by the Federal Govern- 
ment, they should be designed for uniform application to all Federal 
aid programs. The proposed discounting procedures and use of 
unduly high interest rates takes a public use program out of the 
public benefit category and places it in line for development as a 
high-risk private capital investment. 

It appears to be unfair that water resource projects are the 
only ones required to submit a cost/benefit analysis. Other Govern- 
ment programs, such as highways, defense, and urban renewal, are 
not required to prove that they are beneficial to the people for it is 
obvious that they a re. Water development is the only Federal program 
requiring such a rigid economic analysis and review even though bene- 
fits are as readily obvious as the other Federal programs not requiring 
this review. 

The new opportunity cost basis for deciding whether Federal 
investments should be made should not be applied to Federal water 
resource projects unless it also is to be applied to other Federal 
investments. If such a policy were to be applied to all Federal 
investments, many essential Government activities would be dis- 
continued not because they were superfluous but because they are 
not "profitable" in terms of the marketplace. 

Further, the decision on whether a resource project should 
be built is often an involved question, which should not be made 
solely on the basis of cost/benefit computations. The cost/benefit 
ratio can be of assistance if properly understood, but it is based 
upon assumptions and judgments and is an indicator at best. Other 
factors of a more qualitative nature also should be seriously 
weighed. 

The opportunity cost concept, if it results in any projects at 
all, is likely to channel Federal investments into developed and 
congested areas, where rates of return can be computed at a high 
level, rather than into less developed areas where, because of 
less congestion, the computed return is less. Under this policy 
it seems likely that most new resource projects will be eliminated 
and the rural-urban imbalance will worsen and more problems will 
be created than are solved. 
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Some opponents challenged the entire concept of applying cost/ 
benefit ratio analyses to water and land resource projects when they 
are not applied to any other category of Government spending or 
investment. The executive and legislative branches of Government 
were urged to seriously consider the elimination of the discount rate 
cost/benefit ratio concept in water resource development. Such an 
action would not only be more democratic in application, but would 
eliminate the need for many layers of bureaucratic planning and 
operation, with consequent savings to taxpayers and release of funds 
for more productive purposes. 

Feasible Alternatives --More Consideration in Project Planning 

Public comments on this issue were noted 1, 185 times. Two 
specific alternative recommendations --flood-plain zoning and 
recycling water— were mentioned 34 and 1,127 times, respectively. 

The proposed Principles and Standards require the formulation 
of alternatives when considering plans for the use of the Nation's 
water and land resources. In general, the plans will be directed 
toward improving the quality of life by meeting current and pro- 
jected needs and problems which have been identified by the desires 
of the people. Plans should be formulated to reflect national, 
regional, State, and local needs and problems. 

The proposed Principles and Standards define the planning 
process as one which involves an evaluation of alternative means, 
including both structural and nonstructural measures, to achieve 
desired objectives. Alternative plans will be prepared based upon 
identified needs and problems and evaluated in the context of their 
contribution to each of the objectives. 

Comments on feasible alternative plans . --The proposed 
Principles and Standards do not specify the number of alternative 
plans that must be developed. Rather, they provide the number of 
alternative plans to be developed for each planning effort which 
will depend upon complementarities or conflicts among specified 
components of the objectives, resource capabilities, technical 
possibilities, and the extent to which the design of additional 
alternative plans can be expected to contribute significantly to the 
choice of a recommended plan. 

Appropriate methods and techniques for estimating beneficial 
and adverse effects will be used to provide reliable estimates of the 
consequences and feasibility of each alternative plan. 
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The responses to the provisions in the Principles and Standards 
on alternatives indicated that the Water Resources Council should 
request and strongly recommend that specific stragegies, e. g. , 
recycling, flood-plain zoning, and flood insurance be considered in 
developing alternative water resource plans. 

For example, over 1, 000 petitioners specifically requested 
consideration of water recycling. The reasons cited for advancing 
this concept were that conservation of United States natural resources, 
whether renewable or nonrenewable, is of utmost importance. 
Recycling and wise resource use should be practiced wherever 
possible to preserve our natural resources as long as possible. 

As movement toward reuse, reclamation, and recycling is so 
obviously becoming a necessity of the future, recycling and recla- 
mation of resources should be included as an alternative which 
must be considered in computing benefits and costs. 

In the area of water supply, the question of waste water treat- 
ment arises, and language should be inserted in the new Principles 
and Standards to encourage reuse of water as a desirable alter- 
native to impoundment of streams. It is almost inevitable that 
considerable progress will have been made in the technology of 
water recycling (especially so if flushing to achieve water quality 
is prohibited), reducing or eliminating the need for more impound- 
ment of free-flowing rivers. Therefore, it seems prudent to dis- 
courage impoundment as a means of water supply and to encourage 
further development of alternative water supply methods. 

Flood-plain preservation and management is essential because 
the flood plains provide a useful function in nature that should be 
maintained. Flood plains need to be kept clear of buildings, dumps, 
and other construction to absorb seasonal high water and recharge 
our underground water supplies. The proposed Principles and 
Standards assume that human occupancy is the best and highest use 
of the flood plain, whereas exclusion from occupancy may be less 
costly and most beneficial. The hypothesis which is inferred that 
the development of structures and human occupation as being highest 
and best use of a flood plain is an anachronistic concept and is highly 
objectionable. Here, especially, there is no need to compound 
previous mistakes. Rather, it would be more useful for the Federal 
Government, as one agency is doing, to sponsor recreation and 
related activities in a flood plain rather than a plan which would 
cause further upstream damming to protect developed flood-plain 
areas. 
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Alternatives to ditches and dams --such as flood zoning, 
Federal flood insurance, or application of laws like the Federal 
Water Bank Act of 1970--are rarely, if ever, put before land- 
owners for consideration. One agency has an enlightened plan 
which uses wetlands as a partial alternative to structural mea- 
sures for flood control on a river. This sophisticated proposal 
utilizes the complex natural biological and hydrological systems 
of the river for floodwater storage. The same agency in another 
geographical area has never mentioned that wetlands, properly 
cared for, might serve well as natural floodwater storage areas. 

All that is ever offered is structural answers to problems. 
Build a dam or a ditch and your troubles will be over. Functional 
ecosystems are being damaged through physical development 
justified as flood control and navigation improvements. While one 
agency is busy creating new water sources, another is busy drain- 
ing the land as fast as it can. Straightening and ditching the stream 
channels speeds the runoff and decreases the groundwater recharge. 
More ecologically sensitive solutions and greater authority and use 
of nonstructural alternatives are needed to benefit functional 
ecosystems. 

Guidelines for development in all flood plains and flood- 
plain insurance should be required for all Federal and Federally 
assisted water and land- development projects. Local governments 
could advance these sound approaches through appropriate partner- 
ship agreements with State and Ifederal governments. The Federal 
Government should withhold monies for those projects where local 
authorities have allowed the flood plains to be violated. 

Such a practice is in effect in one State where the State will 
withhold final support for Federal flood control projects because 
the local communities that would be benefited do not have adequate 
flood-plain regulations. It would seem that the Water Resources 
Council should follow this example and insist that beneficiaries of 
Ifederal flood control projects develop adequate flood-plain zoning. 

Increased attention to such factors would result in a more 
livable environment. In addition, it could significantly reduce 
government expenditure on local services resulting from inefficient 
patterns of sprawl. 
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Personnel within each government agency should be required 
to consider the application of all alternatives when formulating 
project plans. All specific alternatives, such as dams, desalina- 
tion plants, scenic rivers, wilderness, canals, flood-plain 
maintenance, groundwater recharge,, etc. , would be offered for 
public choice. To do less, is to perpetuate biases in the planning 
system. 

The present provisions for plan selection put an unrealistic 
burden of objectivity on the planning organization to choose a recom- 
mended plan and to then advance alternatives to it. Most water 
projects are planned by agencies with primary or exclusive responsi- 
bility for construction activities. Federal Government funds should 
not be tied to specific solutions. Nonstructural or management 
solutions to natural resource problems receive little serious consider- 
ation because funds to support such approaches are almost nonexistent. 
Excessive public expenditure and unnecessary environmental mani- 
pulation are the result of reliance on structural solutions. 

It is disturbing that the pending criteria contain so many 
references which could easily be interpreted as being prejudicial 
to navigation. If a railroad is the given non-Federal alternative 
plan, can it really take the place of a waterway? The two modes 
are more complementary than competitive, as Herbert Hoover 
observed years ago. As a general rule, waterways carry low- 
value, bulk commodities and railroads haul high-value, manu- 
factured goods. To consider a railroad as an alternative to a 
waterway seems to be a rather illogical and extremely shortsighted 
view. 



For many decades, the development of rivers and waterways 
has been used by the Federal Government to achieve broad national 
policy objectives. Guidelines used in evaluating water and related 
land resources should satisfy these objectives and also reflect the 
American people's desires and aspirations. The water resources 
planner must be given the latitude to lay out the real alternatives 
for decisionmakers. This should be the function of evaluation 
standards: To provide a true-to-life picture of the real benefits 
and real costs of various proposals and not to become a tool to 
obstruct or restrict programs on arbitrary, theoretical grounds. 




113 



Retroactive Application of the Principles and Standards 

Item I E, page 24150 of the Federal Register, contains a 
sentence which states that all 

"Plans, programs, or projects which have been authorized 
by the Congress and on which actual construction or other 
similar activity has not commenced within 5 years after 
authorization will be reviewed in accordance with these 
principles and standards. " 

Comments concerning the retroactive application of the 
Principles and Standards generally fall into the following categories: 

\ 

1. Apply to all projects immediately (1, 360 comments) 

2. Leave as proposed (5 comments) 

3. Extend review period (269 comments) 

4. Eliminate the requirements (47 comments) 

Immediate application of the Principles and Standards to 
all projects . --A number of responses were received by the Water 
Resources Council endorsing the use of the review clause for planned 
and future projects. However, most of the responses indicated that 
the use of the review clause should be extended across the board to 
all projects past and present, particularly all prospective actions on 
previously authorized or submitted projects. 

One response tried to focus the issue in the national perspective. 
Projects are not ends in themselves, but means for achieving our 
national goals. These Principles and Standards reflect the fact that 
our goals have changed. Our public works program must now dove- 
tail with these new goals; otherwise, the program ceases to serve 
its national purpose. This, it seems, is elementary. Delay of proj- 
ect development is no excuse for thwarting the National Environmental 
Policy Act. Indeed,' projects which do not conform with the new goals 
do not serve the national interest. 

It was strongly urged that all projects not yet completed be 
made to comply with the new Principles and Standards or be abandoned. 
The Principles and Standards must be made retroactive in order to be 
certain that taxpayers are not being forced to finance projects which 
are economically unjustified and ecologically unsound. If a project 




114 



is not in the best interest of the public, it should not be completed, 
regardless of the date on which it was submitted to Congress. 

There is concern that the inclusion of benefits for water supply 
and for storage and flow regulation for water quality in the Princi- 
ples and Standards may encourage the construction of environmentally 
destructive reservoirs in cases where they could be used to post- 
pone the ecologically sound solutions of cleaning up pollution at its 
source so that the water is clean enough to be reused. This is 
similar to the flood problem, where dam construction tends to 
discourage the adoption of adequate flood-plain management 
regulations, so the taxpayer in the end must pay twice as much-- 
once for the dam and once for the permanent solution. By looking 
ahead to find the best long-range solution now, the rivers can be 
preserved and still have clean water without heavy flood losses. 

Another response indicated that if our concern is for total 
Environmental Quality and a just allocation of Pederal funds, 
authorized projects 5 years or older should come under the Princi- 
ples and Standards. The goals and procedures established in the 
proposed Principles and Standards will only be met if projects 
based on a 2 5/8 discount rate and containing only a minimal analy- 
sis of the total impact on the environment are reviewed as well. 

Review of all projects authorized prior to the adoption of the 
new Principles and Standards is essential. In the elaboration of 
new water resource plans, organizational tunnel vision must be 
anticipated, especially on the part of agencies with a traditional 
preference for a particular type of developmental approach. 

Every effort should be made to broaden their considerations to 
reflect the full range of available alternatives and social preferences. 

The Principles and Standards should be applied to those projects 
which have already been authorized but on which construction has not 
yet begun. There is simply no logical reason why projects which are 
not defensible under the Principles and Standards should be permitted 
to proceed simply because they were authorized before the Principles 
and Standards went into effect. If a project is not advisable under the 
Principles and Standards, it should not be allowed to proceed. 

Not only should the review process be implemented immediately 
but specific criteria governing future review of the Principles and 
Standards (frequency of review, participants) should be included in 
the present proposal. Unless specific criteria are included govern- 
ing this matter, it is doubtful whether any formalized review process 
will ever be followed. When considering the complexity of the 
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proposed Principles and Standards, the need for a thorough review 
after they have been applied over some period of time is readily 
apparent. 

A comment from those citizens who feel strongly about the 
reviewing process but inadequate in influencing the outcomes indi- 
cated that the only way one gets a new look at a project is to go to 
court and everyone cannot go to court. The Principles and Standards 
should provide for meaningful review of old projects, and the only 
way that will happen is to have the Principles and Standards applicable 
to them. 

In the Principles and Standards it was recommended that the 
Principles and Standards be made applicable to all planning except 
projects authorized or submitted for authorization to the 92d 
Congress prior to the approval date. One respondent indicated that 
the review clause allowed for a loophole the size of the Grand 
Canyon for evasion of the rules. If the Principles and Standards do 
truly reflect the thinking and study of those who have been involved 
in the preparation for the past 3 years, then the effective date 
should be immediate. 

There will be a flood of water projects submitted or authorized 
in this year explicitly and with the foreknowledge that such cannot 
meet these requirements. The implementation of these antiquated 
projects will be carried on over the next 10 years and the planners 
in all levels of government will become schizophrenic in handling 
pre- and post-approved projects. It is rank discrimination in 
application of supposedly uniform law. Our concern is for uniform 
application of the Principles and Standards without evasion on 
legalistic technicalities. One response pointed out that it does take 
a long time to bring a project to fruition, and it is unfortunate that 
long and expensive studies based on early premises or a certain 
climate of belief must sometimes be scrapped because the economic 
and social climate has changed. But one must remain flexible. 

Even if a study is completed and a project appears to be justified on 
the basis of a certain discount rate in effect at the time of study and 
a certain climate of opinion on the part of the people as to the values 
of environmental impact, there should be enough flexibility to scrap 
the whole thing if the present discount rate is more realistic and 
the people now realize that a free-flowing river is worth more than 
a backyard swimming pool. To be inflexible in the face of changing 
conditions is the height of waste. 
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Without the review clause, and without the extension to all 
projects- -past, present, and future- -we lose some of this flexi- 
bility, and we lose sight of human values. 

Comments calling for extension of the grace period or no 
retroactive application . - -The Investigations Subcommittee of the 
House Public Works Committee recently conducted hearings into 
the increasing red tape that is grinding Ffederal projects of all kinds 
to a virtual standstill. The Subcommittee found that, in the 1930's, 
the average time lag between a Congressional survey resolution and 
the beginning of construction on a typical flood control project was 
about 4 years. The Subcommittee further found that today the 
average time lag has increased to over 15 years! 

It is obvious that the so-called "Schedule for Applying Stand- 
ards" is no schedule at all but instead the kiss of death for over 
one -half of the authorized but unconstructed water projects in 
America. For these reasons the Water Resources Council either 
should delete the grandfather clause or extend the 5 -year period, 
which is totally unrealistic in view of the red tape, to a minimum 
of 12 years. 

The grandfather clause will have two severe impacts. First, 
most authorized but unconstructed projects will have to be abandoned 
because their favorable benefit/cost ratios will be destroyed by the 
harsh and theoretical 7-percent discount rate. Second, projects 
costing over $10 million to construct will wind up on a never-ending 
treadmill of restudy, restudy, and restudy that assures job oppor- 
tunities for a few planners but very few job opportunities for the 
millions of Americans who are benefited by the economic stimulus 
of water resource development. 

Local interests should not be penalized or threatened with 
project deletion as a result of procedures over which they have no 
control. Factors such as the Federal Uniform Relocation and Land 
Acquisition Policies Act of 1970, environmental impact statements, 
design planning, numerous reviews, contractual procedures, and 
delays in new start funding because of budget considerations make 
it unrealistic to assume that projects can be started in 5 year!.-. 

For these reasons the grandfather clause is extremely objection- " 
able and should be deleted. 

Many projects are undergoing delays associated with efforts 
to meet the requirements of the National Environmental Policy Act. 
Review of authorized projects using the Principles and Standards 
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should not be required for 10 years from, authorization, or 5 years 
from adoption of the Principles and Standards, whichever is longer. 

Concerning projects authorized but not yet under construction, 
non-Federal interests have committed themselves to certain costs. 

The Federal Government accepted these assurances. This is viewed 
as a moral commitment on which local interests, proceeding in good 
faith, have incurred expenditures. Article I, Section 10, of the 
Constitution of the United States, forbids the Congress to enact any 
"ex post facto Law, or Law impairing the Obligation of Contracts . . . 
The executive branch should be similarly constrained. 

The proposed change calling for reevaluation of projects after 
5 years amounts to repudiation and bad faith on the part of the 
Federal Government. Some governing bodies of counties, cities, 
and special purpose districts are acting in reliance of the* affirm- 
ative actions of the Federal Government in moving toward construc- 
tion on one project. In this regard, these governmental units had 
invested almost $400, 000, 000 of purely local funds into various 
aspects and in reliance upon the statutes of assurance of the Federal 
Government. 

The ridiculous time lag was emphasized when a particular 
project was accorded top priority by a State in 1938 and finally 
authorized by Congress in 1964. No funds, even though appropri- 
ated, have been available for the last 2 years. 

During the past decade, 10 multipurpose water resource and 
flood control projects have been authorized by the Congress for 
construction within a particular State on which construction has 
not yet started. Cumulatively, over 200 years of planning effort 
and several million dollars have been applied to achieve the pre- 
sent status of the projects. The Principles and Standards now 
propose that the hopes, dreams, and aspirations of thousands of 
citizens be callously crushed by administrative fiat. For these 
reasons the grandfather clause provisions should be eliminated. 

Some States have set up a revolving fund to meet the monetary 
costs of assurance required by the Federal Government. These 
funds cannot be held over too long a period of time. Section I E in 
the Principles and Standards is difficult to really determine whether 
a project that has been on the books for 10 or 15 years is in or out. 
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Since it takes 5 years to design a project, the 5-year time 
limit is certainly unrealistic. A more reasonable period would be 
10 years, after which time the decision for or against reevaluation 
of a project should be made by Congress. It must be remembered, 
99 percent of the pres ent uncompleted projects were the subject of 
local public hearings, individual approvals by the Governors con- 
cerned, public hearings on Capitol Hill, and debated in the House 
and Senate. Does this not prove the projects are wanted and needed 
by the people involved? 

The proposal to reevaluate programs under the Principles and 
Standards will terminate many of our welfare programs along with 
resource development. 

The section concerning reevaluation after 5 years needs to be 
restated. A recommendation was made that the 5- year period 
between authorization and construction should not apply to currently 
authorized projects. 

Use of OBERS Projections in Project Planning 

One of the basic planning parameters is the projected demo- 
graphic and economic patterns for the planning setting. The pro- 
posed Principles and Standards recognize this by requiring that 
plan formulation and evaluation be based on consistent national and 
regional projections. This is stated in section IV A, page 24146, 
of the Principles, as follows: 

"Plan formulation and evaluation will be based on national 
and regional projections of employment, output/, and popu- 
lation and the amount of goods and services that are likely 
to be required. Actual or projected needs for water and 
land resources will be related to these projections. " 

The projections to be used are described in section IV A, 
page 24165, of the Principles and Standards. These projections 
were prepared using the Bureau of the Census level C population 
figures and interpreted by the Office of Business Economics (OBE) 
and the Economic Research Service (ERS) to give data on expected 
employment and required goods and services. The term "OBERS 
projections" has been applied to this effort. Using these data, the 
projected population for the United States is 400, 053, 000 by the 
year 2020. The Water Resources Council indicates that they will 
be periodically reviewed and updated. 

V ( - : 
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Several sections give further indications of how to use these 
projections. For instance, section V B 5, page 24170: 

"The components of the multiobjectives will be drawn for 
both current and future conditions. Projections should 
be made ... to indicate how changes . . . are likely to 
impact the components over time. 

"Economic and demographic projections should be consist- 
ent with national baseline projections (OBERS projections) 
which reflect differential regional growth patterns and 
probable future population and economic conditions of all 
regions of the Nation. Additional projections . . . which 
are required for identification of components of the 
regional development objective should also be made. Such 
projections, however, should be on a comparable basis 
with the OBERS projections to enable valid comparisons . . . " 

and again in section V D, page 24171: 

"In those planning situations where there does not exist 
a strong linkage between water and land development and 
major shifts in economic and demographic trends, the 
OBERS baseline projections will generally be used .... 
Where the linkage is sufficiently strong . . . this relation 
should be reflected in alternative assumptions. " 

The projections are to be viewed as a "baseline" or reference 
point to the planner and additional projections will be made to aid in 
formulating plans for the alternative objectives. 

Comments (13) on this aspect of the proposed Principles and 
Standards were concerned with the appropriateness of using projec- 
tions based on past trends, feeling that planning should be toward 
desired, not projected, levels. Further, that these projects should 
be in harmony with the carrying capacity of the land, water, and air 
resources of the river basin. The Water Resources Council should 
substitute existing OBERS projections with a sustained yield concept 
that measures the carrying capacity of a planning unit at various 
levels of population, economic growth, and material amenities. 

This would mean that planning should be designed to discourage 
growth in certain river basins which are now close to being over- 
loaded. If it is legitimate to plan to stimulate growth, then it 
should be legitimate to plan to curtail growth in other areas. 
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The population projections are inflated. Using them to justify 
more projects is dangerous, because it is possible to justify large 
numbers of environmentally disruptive projects in order to meet 
so-called projected new demands for water supply, electricity, 
recreation, etc. The Water Resources Council should use four 
alternate projection levels that have been developed by the Bureau 
of the Census. By the year 2000, these official figures project 
four alternative populations ... 321 million, . . . 307 million 
(used in OBERS), 285 million, and 267 million. Any one of these 
is possible. 

The relationship of the OBERS projection to the required 
"no plan" condition of section III A 3, page 24153, of the Principles 
and Standards was questioned. Also, it was stated that OBERS 
cannot be used in the analysis of small projects whose total 
increased output is so small that it would have no effect on the 
national market price. 




San Francisco Public Hearing, March 13, 1972 
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4. ISSUES RELATED TO PROGRAM COVERAGE AND 
COORDINATION 

Coverage of Agency Projects in the Principles and Standards 

A total of 76 comments concerned project coverage. 

The proposed Principles and Standards stipulate, in part 
(page 24149), as follows: 

"These standards apply to the planning and evaluation 
of the effects of the following water and land programs, 
projects, and activities carried out directly by the Federal 
Government and by state or other entities with Federal 
financial or technical assistance: 

(a) Corps of Engineers civil functions; 

(b) Bureau of Reclamation projects; 

(c) Federally constructed watershed and water 
and land programs; 

(d) National parks and recreation areas; 

(e) Wild, scenic, and recreational rivers; 

(f) Wetland and estuary projects and coastal 
zones; 

(g) Federal waterfowl refuges; 

(h) Tennes see Valley Authority; 

(i ) Federal assistance to state and local 
government sponsored watershed and water 
and land resource programs (Watershed Pro- 
tection and Flood Prevention Projects and 
Resource Conservation and Development 
Projects). 
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The Water Resources Council will, as appropriate, with 
the concurrence of the Office of Management and Budget, 
amend these standards to add to or delete from the list of 
programs to be covered. " 

The comments received requested clarification or proposed 
either exemption or inclusion of certain programs and projects in 
the Principles and Standards. 

It is not necessary for the Water Resources Council to re- 
view all watershed projects subject to Congressional approval. 
These projects already require interagency review and addi- 
tional study by the Water Resources Council would appear to be 
a duplication of effort. 

PL-566 projects are local projects approved by the 
Governor and, in many cases, the United States Congress. The 
Water Resources Council appears to be reversing the situation 
and PL-566 projects would end up as Federal projects. The pro- 
posed Principles and Standards should be amended to exclude 
small projects like those carried out with PL-566 assistance. 
Approval of projects should remain with the heads of agencies 
and the United States Congress. The Water Resources Council 
should be given an opportunity to review projects along with 
other interested Federal departments. 

The inclusion of planning activities for national park and 
recreation areas appears to be outside the statutory authority 
(PL 89-80) of the Water Resources Council. Under present law, 
the Principles and Standards should apply only to the planning of 
water resources projects and those related land resources which 
are intimately involved in this planning process. National parks 
and recreation areas should be dropped from the activities 
covered. Practical experience with the new planning procedures 
may indicate the desirability of extending them to cover a much 
broader range of Ifederal land planning activities at some future 
date. 



Application of the Principles and Standards to national 
parks and wildlife refuges is a doubtful extension of coverage. 
The parks and refuges are examples of activities where general 
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public goals are being pursued through the use of water and land 
resources. Water planning is not undertaken to create national 
recreation areas and wildlife areas. Such a process could be 
dangerous; it is hard to conceive of a meaningful planning analy- 
sis of a potential national park under the National Economic 
Development account. Many existing park facilities already are 
overcrowded, yet such overcrowding would make a water develop- 
ment project designed to serve a park appear more feasible in 
that account because the visitor numbers -- and therefore the 
economic benefits -- would be greater. Such use could, however, 
conflict with the purposes for which national parks are established. 

"Water management is not an end in itself. If the public 
chooses to expand and improve our recreation opportunities, then 
there must be a national recreation plan which will guide a na- 
tional park and recreation system, including wild and scenic 
rivers and wildlife refuges, which are all in part dependent upon 
the use of water resources. However, the national goal will 
never be fulfilled through Efederal water management alone. 
Inclusion of wild rivers, estuaries, and waterfowl refuges in the 
Principles and Standards coverage could lead to economic de- 
velopment of such areas. 

Others said that it is not clear which types of projects 
properly fall under the authority of the Principles and Standards, 
but they thought the Principles and Standards should have broad 
program coverage. Among these are activities that relate to 
development of nuclear power plants associated with bodies of 
water, open space grants, and waste treatment grants. Waste 
treatment plants should be subject to the proposed Principles and 
Standards to insure consideration of alternative locations for 
sewer lines planned through valuable natural areas. Failure of 
the Principles and Standards to cover projects of this type creates 
a loophole of serious magnitude which should be closed before the 
Principles and Standards are approved. 

Specific agencies should be more involved with city sewage 
(extraction of minerals and gas); and with promoting use of 
sewage sludge fertilizer and farm manure in such a way that it 
does not pollute the Nation's waters. 

A subissue evolved concerning the scope of legislative 
authority for projects. For example, it was stated that some 
agencies now have general authority to plan water projects for 
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certain specified purposes. But do they have authority to pursue 
activities which are either implicit to or result from the multiple 
objective planning procedures and multiple account cost/benefit 
analyses set forth in the Principles and Standards? Do the pro- 
posed Principles and Standards require, either explicitly or 
implicitly, that Federal agencies engage in activities for which 
they first should properly seek new Congressional authority? 

The proposed Principles and Standards look to 14 individual 
Federal laws enacted within the last ten years as sources for 

. .new or more definitive directions to federal participation in 
planning for water and land resources ..." (page 24150), 



Separate Planning from Design and Construction Functions — 
Agency-Wise 

Comments were received from 38 interested citizens or 
organizations requesting that the planning and design-construction 
functions be separated agency-wise in the Federal Government. 

The single most important obstacle to sound planning, and 
the issue which has caused the most widespread controversy over 
water resource development in recent years, is the inherent 
direct conflict of interest which exists within agencies responsible 
for both planning and construction of projects. This dual responsi- 
bility, resting with agencies which depend on construction for 
their existence, leads to poor planning, duplication of planning 
efforts and unhealthy competition between agencies for project 
funding. National priorities and sound planning take a back seat 
under these circumstances. 

President Nixon's proposal to combine planning functions of 
the water development agencies in a Department of Natural 
Resources would help solve the problem. In the absence of legis- 
lative action to create the Department of Natural Resources, the 
Water Resources Council should address itself to this important 
problem and recommend steps for separating the planning func- 
tion from the design and construction functions. The Principles 
and Standards should delineate and limit the activities of sponsor- 
ing public and private agencies to fact and data gathering. 

Detailed analyses should be done by the Water Resources Council 
or another agency not involved in the construction of projects. 

Even if the connection between the planners' recommenda- 
tions for projects and their job security is disregarded, it should 



125 



be recognized that many of these people entered the water re- 
sources field in the first place because of their feeling that any 
project which can be economically justified is in the public 
interest and should therefore be built. These people tend to 
regard falling water, for example, as being of no value unless 
it is producing electricity; yet many members of the public are 
beginning to realize that freely flowing water has a uniqueness 
and a value which is very real even though a price tag cannot be 
placed on it. Huge recreational benefits are attributed to proj- 
ects without regard to the value of the recreation eliminated by. 
the projects, which is sometimes greater than the likely recrea- 
tional benefits. 

The pro- construction bias should be reduced by reducing 
the planning responsibilities of construction oriented agencies. 
The ideal situation would be the creation of an independent plan- 
ning agency staffed with personnel from the existing agencies 
involved in water resource planning. 

Agency Coordination; Local, State, Regional. Federal 

Fifteen citizens or organizations were concerned over 
agency coordination problems. Section A of the Purpose and 
Scope of the Principles and Standards, page 24149, states: 

"Although these standards are not binding upon State 
and local bodies participating in water and land re- 
sources planning, it is intended that the standards be 
broad and flexible enough to accommodate the goals 
and objectives of such entities. The standards apply 
to Federal participation in Federal -State cooperative 
planning and should also provide a useful guide to 
State and local planning. " 

Section B, subsection 1, page 24149, states: 

"These standards apply to Federal participation in 
comprehensive framework studies and assessments 
and regional or river basin planning. . . ", and in 
subsection 2, ". . .standards apply to the planning 
and evaluation of the effects of . . . programs, 
projects, and activities carried out directly by the 
Federal Government and by the State or other en- 
tities with Federal financial or technical assistance. . „ " 
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The respondents felt that the proposed Principles and 
Standards do in fact become binding on State and local entities, 
indirectly if not directly, considering the extensive degree of 
Federal participation in other programs. Where there is deeply 
entwined responsibility at both Federal and State levels, it is 
impossible to administer such Principles and Standards without 
making them binding on all parties. Since plans of river basin 
commissions (Federal -State organizations) are required to be 
comprehensive, coordinated, and joint, it is not possible nor 
desirable for their members to follow different planning pro- 
cedures in a common effort. Such an imposition of the Principles 
and Standards by the Federal participants gives as much concern 
as if an individual State of an interstate commission was to 
attempt to put into effect its own principles and standards. 

The conflicts are identified in two major areas --plan 
formulation and financing. It was noted that many local and 
State entities have different objectives than those stated in the 
proposed Principles and Standards. For example, many groups 
stated that social well-being should be the overriding objective. 
Some States have legislative directives that foster a policy of 
optimum development of water resources and of limited storage 
sites for long-range benefits, while the proposed Principles and 
Standards seem to be focusing on short-range planning only. 

A more specific conflict of objectives is the lack of a 
Regional Development viewpoint in the proposed Principles and 
Standards. It would be irresponsible for State or local members 
of planning teams to participate in any planning without a regional 
perspective (see the issue on retaining regional objective in 
planning). The OBERS projections to be used by the Water 
Resources Council in planning maybe binding and reflect dif- 
ferent goals (see the issue on OBERS projections). The essence 
of the controversy on the use of the "opportunity cost concept" 
for Federal monies and cost-sharing proposals in the Principles 
and Standards is the implied State -Federal-local balance in water 
development (see the issues on the discount rate and cost sharing). 

It appears that the Federal role in water development, at 
least in plan formulation, will be greatly expanded with the adop- 
tion of the proposed Principles and Standards. This is in violation 
of Section 3 of Public Law 89-80, the 1965 Water Resources Plan- 
ning Act, which states, "Nothing in this Act shall be construed. . . 
to expand or diminish either Federal or State jurisdiction, 
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responsibility, or rights in the field of water resources planning, 
development, or control . . 

With these factors in mind, it was recommended that the 
proposed Principles and Standards be modified to provide flexi- 
bility for compromise in prescribing the criteria employed in 
joint Federal-State-local undertakings. The proper roles of 
Federal and State Governments will vary from State to State 
depending on the degree of Federal interest. 

Capacity for rapid and responsive amendment of planning 
documents is required in certain situations such as river basin 
plans that deal with a great number of development factors. The 
proposed Principles and Standards do not provide this flexibility 
and their literal application would cripple such planning 
organizations. 

Some felt that the State should be the primary entity vested 
with responsibility for planning the management and development 
of its water resources. Others pointed out that river basin com- 
missions which are made up of representatives of Federal and 
State agencies, would be the appropriate body for such responsi- 
bility. 

Resource planning and management agencies at Federal, 
State, and local levels must be assured a direct and full part in 
reviewing development proposals, evaluating selected projects, 
formulating alternative development plans, selecting physical 
alterations, and maintaining ecological soundness as human 
activities expand and become more intensive. Recognition of 
the need for this full participation by professionals and citizens 
is absolutely essential to help insure that the Principles and 
Standards are applied in the soundest manner practicable. 

Public Participation 

The proposed Principles and Standards clearly indicate that 
Goverhmental agencies and public and private interests are to 
have responsible roles in the planning process. The pertinent 
provision is (page 24145): 

"These Principles are established for planning the use 

of the water and related land . . . resources of the United 
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States to achieve objectives, determined cooperatively, 
through the coordinated actions of the Federal, State, 
and local governments; private enterprise and 
organizations; and individuals." 

However, there is no clear indication of how these intentions are 
to be carried out. 

A total of 1, 311 citizens and organizations thought more 
citizen participation was needed in all levels of water resources 
planning. This was the fifth most frequent issue mentioned. 

The comments generally fell into seven broad areas: 

Require agencies to solicit public opinion. State should assure 
public involvement. Definition of public, Fay attention to the 
public. Public wants to learn as well as express opinion, Local 
people want strong voice, and Guideline considerations. 

Require agencies to solicit public opinion . --Every citizen 
has a right to a voice in planning water projects. This idea is 
not new nor is it revolutionary. It dates back to ancient Roman 
law and English common law. It is time to revive it. The 
ancient legal maxim that one may use one's own property only in 
such manner as not to injure that of another has, in this country, 
been applied only to disputes between individual owners. It should 
be applied in a larger sense, to factories, mines, and the alteration 
of waterways. 

The purpose of the Principles and S’andards is to see that 
society's long-term gain is protected and to safeguard against 
projects designed to benefit only a few. To achieve this goal, 
an increased public role in planning water resources projects 
will tend to protect against special interests exerting undue in- 
fluence. Provisions should be made for real citizen input during 
the early stages of project planning. The use of local environ- 
mental groups before a project reaches advanced planning stages 
will insure that all sides of the matter are considered. It will 
also tend to insure the necessary public support for such projects 
without stoppages and delays once plans are made. 

Public participation goals are to identify social objectives, 
to define relevant project effects in order to find tradeoffs, and 
to define the public interest for plan selection. The public should 
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be involved in each of these steps. Project choice is not pos- 
sible without some choice of relative social values which cannot 
be determined to reflect the public interest without public par- 
ticipation. More agency guidelines are needed on public partici- 
pation; otherwise,no change from past decision making trends 
will occur in spite of agencies having to specify tradeoffs for 
multiobjectives. Agencies should be explicitly required to 
solicit public opinion early in the planning stages. 

Since the Principles and Standards fail to specify how pub- 
lic participation should proceed, a formalized method should be 
added. The Principles and Standards are a fine example of how 
technical planning expertise diminishes the substance of planning 
while enlarging the scope of technical planning operations. Three 
points should be made in regard to the public participation: 

1. Public participation should be made an integral part 
of the entire planning process, including public re- 
view of planning proposals, during and after plan 
formulation, and before any contracts are let. 

2. Direct participation by the interested public should 
be made possible as well as consultation with local 
officials. Local officials when elected by their con- 
stituencies are not necessarily charged with making 
decisions for future generations. In addition to con- 
sulting local citizens, there must be opportunity for 
direct public participation. 

3. The required elements for public participation should 
include public hearings at each stage of the planning 
process, a continuing public information program, 
widespread distribution and availability of study 
reports, environmental impact statements, inter- 
pretative materials, and inclusion of nonelected 
representatives of the public interest on advisory 
committees and commissions. 

Without a clear definition of the public role in planning, the 
various agencies will have different concepts of public involve- 
ment. There is always the fear by the agencies that too much 
public involvement will delay the planning process, and yet it is 
also recognized that a plan not socially or politically acceptable 
is subject to failure. 
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It is essential that public participation, especially by con- 
servation interest groups, begin very early in the planning 
process and apply to every phase of planning particularly with 
regard to framework studies and assessments. Public participa- 
tion is also important to the establishment of priorities and the 
formulation of national programs. The Principles and Standards 
do not provide sufficiently for public participation at the national 
level. The neglect of this aspect of the planning process by the 
proposed Principles and Standards is not in keeping with the 
critical need for communication between the public and the plan- 
ning agencies. Public participation in plan formulation should be 
made mandatory from the beginning in the Principles and 
Standards. Therefore, it is suggested that the sentence on 
page 24170, column 2, under 4. Participation , beginning "Direct 
input from the public. . . " be changed to "Direct input from the 
public at the national, regional. State, and local level is para- 
mount at all stages of the planning process in view of multi- 
objectives and must be pursued vigorously through all available 
means such as announcements in news media, public hearings, 
public meetings, information programs, citizens committees, 
etc. Meaningful communication between the public and the plan- 
ning agency will require a continuing program for the full dis- 
closure of information as well as extensive opportunities for 
feedback. Further, the public reaction to the beneficial and 
adverse effects of each alternative plan must be displayed in the 
system of accounts whenever requested by interested members 
of the public." Only, with this change will the Principles and 
Standards for planning make absolutely sure that the public and 
their chosen environmental leaders will be able to study and 
review each alternative and thus be able to express informed 
views. Past experience has shown that direct involvement of 
the public in decision-making from the beginning will often pave 
the way for ready public acceptance of this final decision. 

When shown the deleterious consequences -- destruction 
of natural waterways, water and air pollution, and so on -- people 
would no longer be willing to pay for some goods and services 
they are now willing to pay for. Why not responsibly reeducate 
the public toward awareness of the environmental impact of 
Economic Development? Why not encourage in the public that 
"sensitivity analysis" which the Principles and Standards pre- 
scribe to the planners? 
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Public hearings are the only way that you can get a good 
idea of the needs of the general citizen, who hasn't the time or 
money to launch a full-scale effort to convince you of the validity 
of his wishes. This should be an undeniable section of the Prin- 
ciples and Standards, because if a citizen is not going to have a 
chance to protect the area he is connected with, no one else will 
make an effort to see that all sides are considered. 

Planning will take considerably longer by including all 
groups at the very beginning, but their inclusion will aid in the 
most objective formulation of a project and will certainly save 
time during the review process. Project acceptance can be 
facilitated tremendously by discussing the suggestions of various 
interest groups and working out compromises during the planning 
stage. A more definite commitment to citizen participation in 
planning is recommended for the Principles and Standards. The 
Principles and Standards should also require that local and 
national environmental conservation groups be included in the 
planning process. To date, groups with monetary rather than 
environmental conservation interests (i. e. , Chambers of Com- 
merce, special interest business men, elected and appointed 
politicians, and Federal agencies) have been allowed to do most 
of the planning. Intangible values have been overlooked in past 
planning efforts because of a lack of citizen participation in the 
planning process. Fewer mistakes will be made if full citizen 
participation is developed during the initial planning process for 
any project. If everything is out in the open, the agencies them- 
selves will have a measure of protection against unfair criticism. 

It is extremely difficult to achieve communication between 
large resource planning agencies and the public. For example, 
one river basin commission is in the process of publishing a 
framework study of a region, and has invited a public review. 

It is so voluminous, however, that the public library of the 
second largest city in the State cannot afford the $80 necessary 
to purchase it. 

The public must be given the right to analyze and comment 
on projects involving its water and land resources. Too many 
political deals and too many subsidies to a select few who became 
richer have been made, all because our waterways have been 
taken for granted while our eyesight was clouded by dollar signs. 

The Principles and Standards should require agencies to 
solicit public opinion at all stages of planning. If public opinion 
is solicited only after planning has reached the advanced stage. 
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time, effort, and money is wasted. The agency has to defend its 
entrenched position- -a position that involved many tax collars -- 
with additional tax dollars. The citizen then has to expend much 
time, effort, and money to have his views considered. If views 
could be aired in the early planning stages, money and effort 
could be saved. There is an increasing awareness, and the 
citizens of the United States are demanding a voice in Federal 
projects which affect the quality of their living. No longer 
should decisions on projects involving our waterways be made 
hastily. The citizenry should have a ruling voice in projects 
which use their tax monies. The proposed Principles and 
Standards should state this very strongly and unambiguously. 

State should assure public involvement. - -Each State should 
be expected to assume the responsibility for assuring the involve- 
ment of public and private interests in the development of objec- 
tives and the preparation of plans. 

The democratic process is known to have limitations for 
expedience. However, this same process has shown greater 
strength in an organization and a community when its members 
are permitted to participate in a cooperative manner. When this 
participation is denied or no cooperative mechanisms are de- 
veloped, the program falters with delayed results, or the pro- 
gram fails completely. 

Each State has the primary responsibility to protect the 
public health, safety, and welfare of its people. Local units of 
government have been granted this responsibility by the State 
for their corporate areas in order that they may manage local 
affairs. Geometric population increases, expanding urbanized 
centers and increasing regional demands on the natural resources 
affect the ability of local communities to function independently 
of other communities. 

The concept of "home rule" in most States has served to 
strengthen the effectiveness of the democratic process. The com- 
munities in these States have developed a jealous attitude toward 
maintaining their public responsibilities and will counter any 
effort that would affect their democratic process. 

The key to strengthening the role of the public in planning 
is to develop guidelines for public involvement. If a State has 
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adopted enabling legislation to create governmental entities on a 
river basin basis, then that entity should develop the mechanism 
for public involvement. One State has adopted an act which 
permits the creation of water shed councils as governmental 
entities to serve in a planning and advisory capacity for the local 
units of government in the basin. When such councils are formed, 
the public involvement programs should be conducted through the 
services of the regional organization. 

Consideration should be given to the role of Federal agencies 
when regional planning programs are originated at the S tate and/or 
regional level. The proposed Principles and Standards seem to 
imply that public involvement through State and local participa- 
tion are significant elements of planning to legitimize the plan- 
ning process and the final plan. If this is true, the credibility 
of a plan for a given region is even more valid when it is a direct 
product of the people of the region. If the premise is valid, then 
the Principles and Standards could strengthen the regional plan- 
ning concept by declaring how the Federal Government will assist 
State and regional governmental entities in the development of a 
regional plan. 

Definition of public. --A concept suggested for identifying 
the opportunity for public involvement uses the Study Network 
Analysis. This network identifies the sequence of responsibilities 
for each of the planning agencies in the development of the appen- 
dices and the main report. A Network Analysis is enclosed at 
the end of this issue. Superimposed on the sheets are notations 
where the various public groups could provide the most significant 
input to the planning process. 

The democratic process implies public involvement in the 
decision-making process. This process involves the legislative 
bodies and action groups of the community, but it does not always 
provide opportunity for expression of all interests and concerns. 
This is particularly true when the community increases in size, 
and when the mobility of the people develops intercommunity 
relationships. 

The task of the planners is to establish a means for involv- 
ing the various elements of the public, at such a time and in such 
a manner, that involvement will lead to a constructive development 
of the planning program. 



J. 



rtf,. 



134 



There are several definitions for the term "public, " and 
these definitions need to be limited to a few categories to enable 
clarification of how the separate, or collective publics, can 
participate in the planning process. Six categories have been 
identified: 

(a) General (G) .--The basic public group is the people, 
the "grass roots" of the community. These individuals are the 
foundation of the democratic society. This classification should 
also include local public and private schools, and the local 
organizations that are not oriented to the concerns or use of the 
natural resources. 

(b) Special interest groups (SI) . - -Many organizations have 
been created publicly and privately to address issues and prob- 
lems concerning the natural resources. These groups may have 
primary goals related to natural resources such as environ- 
mental action groups or the academic field, or they may have 
secondary interest toward the natural resources such as business 
and civic organizations. 

(c) Advisory groups (A) . --There are many groups organized 
to provide technical and consulting services in the planning and 
management of the natural resources. They may be organized 
either as a public or private group. 

(d) Government entities (GE) . --This group includes pub- 
lic officials serving State, regional, county, city, village, and 
township governments. It includes both the elected official and 
the staff personnel appointed to serve the community. 

(e) Composite group (C) . --There will be times when each 
of the above designated groups may be involved simultaneously 
in the planning process. The term Composite Group could be 
used when segments of the public are to be involved in a program, 
or each of the individual groups could be designated for specific 
opportunities of involvement in the program. 

(f) News media (NM). --The news media is listed as a 
separate group. It is considered to be a function of the planning 
process only from the standpoint of disseminating information. 

The news media is an extremely important element of the program 
to provide accurate information at the right time to inform each 
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public group of the development of the planning process. An 
informed public will better enhance the capability of public 
involvement, and will better establish the credibility of the 
final report. 

The above classifications of the public have been identified 
in order that planners may maximize the capability of public 
groups to provide input to the planning process. The term 
"planning process" includes all phases of planning from the first 
steps of education on the concept of the program to the final step 
of development. Because of the increasing complexity of plan- 
ning programs, it is becoming more apparent that blending of 
the professional, the political, and the lay resources need to be 
capitalized upon to assure that the public welfare will be pro- 
tected in the most democratic way. 

Pay attention to the public . - -The public should be en- 
couraged to express its views verbally. Planners should be eager 
to hear the views of the people served. Hearings should be held 
AND THEN SOME ATTENTION PAID THEM. Perhaps the re- 
sults would be less waste in not only unneeded but in unwanted 
projects. 

The most frustrating thing of all is to care deeply, about 
the earth, about the quality of life, about the future, and then 
have no means to be heard. At taxpayer's expense or comapny 
expense, the greedy rush to Washington and pressure to get 
projects that will benefit them, and perhaps the area, economi- 
cally (shortterm economics). One sits up late writing a letter 
that cannot possibly twist arms like a well paid lobbyist can. 

And when letters are written one has to question one project at 
a time. There doesn't seem to be anybody in charge who can take 
the long view and do what is right for now and the future. The 
greedy who rush out and pressure for their projects have an undue 
advantage. The greedy have only to want, have only to seek an 
immediate economic advantage that requires no knowledge of the 
project other than its immediate money-making abilities. And 
these lobbyists have staffs who can type decently and make a far 
better impression than a mere citizen. When you are getting 
something for nothing, you will accept even worthless things. 

One of the Government's purposes in this democracy is to 
involve its citizens in public participation in planning projects. 

To safeguard our democracy, the citizen must make substantial 
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contributions in the very beginning of the planning process or 
special self-seeking interests can exercise undue influence on 
agencies. 

The Government must be reminded that it serves the people, 
not the other way around. The agencies developing a project 
must be required to hold public hearings and to listen to the pub- 
lic voice. They must be required to consider the hearing record. 
Furthermore, the water resources agencies must be required to 
make public their justification of the project. Far too often the 
agencies adjust the cost/benefit ratios with dubious figures that 
are never opened to public scrutiny. 

Public meetings have turned out to be a travesty of justice 
and the democratic process. Not only were the meetings poorly 
run but people's concerns were not listened to and there was no 
interchange. There certainly was no atmosphere of harmony or 
mutual respect. Although this was probably the result of the 
personality of the bureaucrat involved, the feeling is general 
among lay people that agencies will do what they want to do and 
that people's wants and needs will not be met . There is good 
reason to be distrustful. Experience shows that you have to 
become militant and that too much planning is unipurpose. 

Public involvement, understanding and support is the key 
to a successful culmination of a project, whether it be related to 
water, land, wildlife, highways or other natural and cultural 
resources. 

Local people had a part in the preliminary planning, stated 
one agency. However, the local people knew almost nothing of 
the final or. the preliminary plans. "Local people" proved to be 
just words which would lead one (and Congress) to believe that 
the Federal and State bureaus are just doing what the people want. 
It's simply NOT true! Local people MUST be included in both 
preliminary and final planning. 

Public wants to learn as well as express opinion . --The 
public should have a chance to speak and to learn more about 
what is going on. 

The public should be allowed to enter into meaningful dis- 
cussions and planning on all projects, and open public hearings 





should be held. Too often public hearings are not advertised at 
all and some projects sneak in by the back door. This sort of 
skulduggery will have to stop! 

Citizens MUST have accurate information in order to 
evaluate projects carefully and be able to make good decisions. 

It is very difficult for the average citizen to do his homework, 
to prepare his thoughts and then his comments, and then to get 
them where they will presumably be heard and registered. If 
this country really believes that citizen participation is not only 
valuable but necessary for continuation of the democratic process, 
then the government must do everything it can to make citizen 
action easier and more meaningful. And such encouragement 
must be authentic or even greater alienation of citizens will result. 

All plans, reports, data, data analysis and interpretation, 
and other information bearing on water resources projects, no 
matter what stage of research, planning and development must 
constantly be open to public scrutiny and comment. The days are 
gone when representative public agencies can operate independ- 
ently of all but a few political and economic power brokers. 

Local people want strong voice. --Those affected by any 
project should have a strong voice in the matter, with all citizens 
allowed to express views. Environmental groups at all levels 
should be permitted to have a bigger part in all planning. 

The people of the area being affected should be aware of a 
planned project well in advance. It seems that the only ones who 
know of the project before it is actually planned out are the special 
interest groups and the Congressmen they influence. Too many 
times, the people being affected find out too late to be a really 
effective force for or against the planned project. 

Besides being aware of the project, the people should have 
a very definite say in its going forth. If there is a controversy 
over who has the final say concerning a project in a specific area, 
let an arbitrator or the courts decide what people should have 
what say, but not on what they will say. To accomplish this end, 
a series of public hearings ending with a vote on the project 
would suffice. 

In most cases a few special interest groups, such as large 
land owners, construction companies, land developers, etc. , 
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with great financial power have the power over the majority. 
Majority rule (in people, not money) should control water plan- 
ning. Full details of all benefits, costs, and private interest 
benefits should be revealed. Local opinion must be heavily con- 
sidered and perhaps votes taken. The Principles and Standards 
should provide fair protection for all. 

The people are tired of everything being decided in 
Washington, D. C. Costs of travel to Washington, D. C. , for 
expressing one's views on water resource issues are entirely 
prohibitive to the average taxpayer. You can ask for letters to 
Washington as a form of vote, but it is much easier for you to 
gauge intensity of feeling in hearings. 

Guideline considerations . --It was recommended that there 
be specific mechanisms incorporated in the Principles and 
Standards for public participation, both at the planning level and 
the implementation level. The best time to begin such a review 
is in the initial planning phase, to determine what the people wish 
-- more or less development, more open space, more recreation 
and wildlife, more or less population input, greater economic 
growth, etc. These are basic questions that cannot be left solely 
to planners that necessarily have a vested interest in development. 
Public hearings should be scheduled, given sufficient public 
interest, at each step of planning process, from the definition of 
the objectives to the economic, social, environmental and political 
factor considerations. 

Planning agencies should advertise and conduct workshops 
in which alternative proposals would be explained in some detail 
to interest citizens. Efforts to achieve citizen participation will 
sometimes prove frustrating because of public apathy. The 
recommendations of planning agencies may not be legitimate 
unless the public has been given a reasonable chance to influence 
their development. 

There is one river basin commission with an appointed 
citizen advisory board that is functioning very well. The pro- 
cedure now being used for unit planning "listening sessions" on 
the eastern national forests should be adopted for water develop- 
ment. Such public involvement should not be left to the discretion 
of the agency but should be made mandatory in the Principles and 
Standards. 

Hearings should be scheduled on evenings and Saturdays to 
give those desiring to be heard an opportunity. Equal time should 
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be honestly given to the average citizen's complaints and demands. 
Ninety day notice should be given for hearings and they should be 
in a place convenient for the people in the area concerned with 
the project. Hearings should be given the widest possible 
publicity with their purposes clearly outlined: tell what should 
be considered as costs and benefits for the region and for the 
Nation as a whole about the project. 

It should be up to the agency involved to explain the bad 
effects as well as the good and what the project will and will not 
do. Wide distribution of detailed information, and easy access 
by the public to such information- -at nominal publication cost 
if necessary--are vital to successful planning. The public 
should have free access to the construction site to see that 
environmental quality is being maintained to the maximum degree. 

Debate should be structured and organized to consider 
alternatives at each significant level and to take maximum advan- 
tage of the lessons of the past as we move into an age where the 
environment can no longer be regarded as a free good. Public 
interest and participation is most critical during the development 
of plan priorities and evaluation of alternatives. Following such 
involvement, decisions on priorities become more meaningful and 
are met with less resistance. Environmentalists should be con- 
sulted because they can often point out potentially adverse effects 
as well as alternatives which might otherwise be ignored. 

Although no reference is given to individuals and agencies 
who participated in drawing up the proposed Principles and 
Standards, no responsible citizen with an environmental organiza- 
tion was known to have participated in this work. It is proposed 
that the Water Resources Council provide, through appropriate 
grants, funds to responsible environmentalists so that they can 
improve the proposed Principles and Standards. It is further 
requested that the proposed Principles and Standards not be 
adopted until responsible environmentalists have had the oppor- 
tunity to take an active part in helping to revise them. 

The Principles and Standards must require that all the 
implications of each water project be fully explored by experts, 
the public, and those requesting the project. The Government 
should provide a budget for citizen opposition to the Government 
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Executive Branch Versus Legislative Authority to Establish 
Principles and Standards 

The statutory authority (P. L. 89-80) of the Water Resources 
Council provides that: 

"The Council shall establish . . . principles, standards, 
and procedures for Federal participants in the prepara- 
tion of comprehensive regional or river basin plans and 
for the formulation and evaluation of Federal water and 
related land resources projects. " 

Some of the comments (50) reflected the thought that Con- 
gressional authority was being usurped or challenged by the 
wording of certain provisions in the Principles and Standards. 

The grandfather clause, requiring all projects to conform to 
the Principles and Standards that have been authorized by the Con- 
gress and on which actual construction or other similar activity 
has not commenced within 5 years after authorization, is a 
flagrant invasion of the powers reserved to the Congress. Its 
use would constitute an effective vote over acts of Congress in 
a manner neither contemplated nor permitted by the Constitution 
or statutory law. 

Authority for establishing standards and discount rates 
should be vested solely in the Congress and not a bureau that has 
no comprehension of what the will of the people might be. 

It is important for the public and the Water Resources 
Council to recognize that having to review authorized projects 
under the 10 percent rate will result in previously approved 
projects having an unfavorable benefit/cost analysis. These are 
projects which have been studied carefully by the Congress and 
which have been duly authorized through the legislative process. 
They have also been signed into law by the President of the United 
States or by one of his predecessors. For the Water Resources 
Council to attempt to circumvent or set aside the clear decisions 
of both the Congress and the President through administrative 
channels is simply beyond recall. 

The Principles and Standards overlook or ignore that Con- 
gress gave approval to evaluate Regional Development when they 
authorized certain projects. 
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The grandfather clause states that the Water Resources 
Council is assuming authority to review Congressional approvals 
and authorizations every five years. If this is so, Congress has 
surrendered to the Water Resources Council the right to deter- 
mine what water projects are of benefit to the people. 

It appears that the Principles and Standards are proposed 
only for one purpose, and that is to take the Federal Government 
out of water projects. If this is the purpose behind it, then 
Congress should make the decision, and not leave it up to the 
executive branch. Guidelines for justification of water resources 
development projects have previously been set by Congress and 
they should be handled in such a manner. 

In the final analysis, confidence is expressed that the 
Congress of the United States will never relinquish to anyone or 
any agency its absolute responsibilities to set policy for the 
continued development of this action. 

The Water Resources Council has assumed too great an 
influence over the implied intent of Congress in authorizing and 
advancing water resources projects. There is sympathy with 
the concept of reducing the backlog of projects. It is suggested 
that the Congress, upon advice from the Water Resources Council 
and the States, act to deauthorize those projects of questionable 
value. 



Support for executive review of projects generally was 
as follows: 

The Water Resources Council should support the viewpoint 
of the Office of Management and Budget. If a project is sound 
and fulfills a real need it will achieve a favorable cost benefit 
ratio even if the discount rate is established at an honest level. 

It will probably disqualify many pork-barrel endeavors but it 
is hoped the Water Resources Council will not regard this 
circumstance as tragic. 
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5. ISSUES RELATED TO OUTPUT CHARACTERISTICS 
AND BENEFICIARIES 

Benefits Distribution and Priority 

Comments (36) were received on the impact of benefits, on 
National Economic Development, on flood control and the flood 
plain, on income distribution and its effect on social well-being, 
and concerning navigation and/or transportation. 

Benefits, National Economic Development, flood control 
and the flood plain. --Some of those commenting on benefit impacts 
discussed one facet of National Economic Development. These 
proponents pointed out that as irrigation is developed within a new 
area. Federal excise and income tax collections increase markedly. 
These collections eventually equal the cost of construction of the 
Federal reclamation project and thereafter periodically repeat 
this accrual. Thus, it was recommended in the final Principles 
and Standards the system of accounts should include under 
National Economic Development benefits the bonus in tax col- 
lections to the Federal Treasury resulting from the proposed plan. 
The Water Resources Council was requested to describe this 
National Economic Development benefit in the narrative and in 
the tables in the Principles and Standards. 

Another comment regarding National Economic Develop- 
ment pertains to the external economics of production. True 
National Economic Development is achieved when direct bene- 
fits exceed direct costs. No effort should be made to bring in 
benefits from "external" productivity gains as is now contained 
in section III B of the Principles and Standards, because the 
concept of external productivity gains has led to endless abuse 
in several other contexts. It is logically possible to find such 
benefits and they can be empirically identified in retrospect. 

But they are seldom correctly anticipated. On the contrary, the 
expectation of external productivity effects has often led to end- 
less subsidies with little public benefit. 

The concept of National Economic Development has been 
presented in support of a number of counter -developmental 
concepts. Among these are subsidies for civil aviation, the 
Supersonic Transport, the merchant marine, navigation on 
inland waterways, and barriers to international trade, to name 







only a few. The justification, to the extent that economic 
rationality can be marshalled in support of these policies, falls 
into two categories: (1) the "infant industry" argument and 
(2) agglomeration effects. 

If an "infant industry" can be made competitive by subsi- 
dizing its early growth, it will eventually be able to stand on its 
own. Unfortunately, often this is made plausible because 
economies of scale make possible improved productivity with 
size. The difficulty is not with the validity of the argument in its 
proper context, but in its application; subsidies have a way of 
becoming permanent. The infant industry becomes a dependent 
adult. All of the above cited industries, as well as many others, 
are being subsidized and protected from international competi- 
tion. However, they would be better off with a reduction of pro- 
tective barriers. Supply industries become oriented to the needs 
of subsidized users. Communities grow dependent on employ- 
ment in subsidized industries. Capital is invested; jobs and 
skills developed. A community of interest is built up around 
an economic dislocation that starts out to be transitory but 
almost inevitably becomes permanent. 

Agglomeration effects are generalized scale effects of the 
same kind as previously noted for particular industries. With 
the growth of a community as a whole, social overhead in the 
form of public services, police and fire protection, schools, 
electric power production, and so on, all experience scale 
effects. Industries benefit from locating in proximity to one 
another. Transportation costs to markets are less when large 
markets are nearby. Gains from growth are mutually rein- 
forcing. At some point, congestion effects, disutilities of 
crowding and costs of pollution work against the process. 
Agglomeration effects will occur with growth, but to try to 
deliberately create them implies more knowledge of the connec- 
tion between growth and water projects than currently exists. 

The attempt to include them is an open invitation to consider 
speculative matters on which no final decision can be made. 

Another benefit measurement problem is the estimation 
of flood damages. The Principles and Standards state that flood 
control benefits can be estimated by looking at the change in flood 
damages; but this method is accurate only when the intensity of 
land use is unchanged. If land use becomes more intense, this 
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method generates an underestimate, and when less intense, an 
overestimate. No provision is made for this in the Principles 
and Standards. This has become increasingly important in 
view of the greenbe It procedure used on recent dam projects. 

Under the greenbelt procedure, land below the dam is 
purchased and allowed to develop as grassland. There are no 
damages on this land because there are no longer any crops, but 
agencies estimate flood control benefits the same way they did 
before. This constitutes a gross overestimation of flood control 
benefits. A specific statement should be included in the Principles 
and Standards to the effect that a substantial reduction in intensity 
of use due to a greenbelt must be reflected in estimates of flood 
control damage. 

Another concern expressed was the concept of claiming 
benefits in flood control projects for future development of flood 
plains. This policy assumes that the best use of a flood plain 
is human occupation, and tends to encourage further flood plain 
development, leading to the need to build more and more flood 
control structures. On the other hand, the concept of flood plain 
management, wherein structural occupation is limited and the 
flood plain is devoted to purposes not seriously affected by flood- 
ing, has gained widespread acceptance. It is a concept far more 
sound--both environmentally and economically- -than encourag- 
ing development, and then building structures to protect that 
development. It is too late to do anything about many of the 
highly developed flood plains throughout the country. But the 
Principles and Standards could be a significant factor in encour- 
aging proper flood plain management in the future. To do so, 
project benefits for future flood plain development should be 
eliminated. 

The National Economic Development account does not 
adequately account for land costs. One of the major economic 
adverse effects of building a dam shows up in the cost of land 
acquisition. Given the presumption that the value of land cap- 
tures the benefits of alternative uses of the land, this procedure 
is sound. However, when a dam destroys a scenic river, a special 
problem arises. This problem is greater in some States than in 
others because of free access of the public to the free-flowing 
rivers. Free access accords greater value to that land than can 
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be captured by the market. To the extent that free access exists, 
the cost of land acquisition does not adequately account for the 
value of alternatives foregone. This should be specifically stated 
in the Principles and Standards. 

Income distribution and its effect on social well-being. -- 
An important omission in the Principles and Standards is the 
effect of water projects on the distribution of wealth in our society. 
The only relevant standard is under the general heading of 
"Social Factors" (Part III, F, 4, a, page 24165) where "The income 
distribution effect can be measured as the net amount of total and 
per capita income accruing to designated persons or groups. ", 
while the adverse income effect is the net decrease in income. 

It is the relationship between these "effects" that counts: who 
gains, and who loses. Most water projects, probably all of them, 
have their most important impact- -other than environmental -- 
through the redistribution of wealth. And the redistribution goes 
entirely contrary to what normally would be assumed, for it is 
the rich who gain. 

An example is a $480 million undertaking which provides 
water to a 550,000-acre area. As of 1968, 18 farmers owned 
220, 000 acres in this area; 58 more owned virtually all the rest 
of the irrigable acreage. As a result, the project benefits 
76 farms. These farms are not mere beneficiaries by chance; 
they include the leading welfare recipients in the country. One 
farmer, for example, received over $6 million in price and crop 
subsidies alone last year. 

The fact that this project helps such a wealthy few has an 
enormous adverse impact--far beyond the mere fact that these 
millionaires are receiving handouts from taxpayers with average 
incomes below $10,000 a year. According to some university 
economists, the new and renewed acreage receiving this water 
will blossom with high value crops, crops which now sustain the 
living of small farmers. But since these beneficiaries are so 
large and wealthy, they will be able to under cut existing prices, 
withstand a few years of loss, and thereby wipe out perhaps 
thousands of small farmers in this area. Another water project 
has an income redistribution program on a far greater scale. 
Taxpayers will foot 48 to 65 percent of the bill, while real 
beneficiaries will number in the few thousands. 
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By failing to develop an account which measures this 
redistribution, the Water Resources Council is overlooking one 
of the most important aspects of water projects. Even when the 
net benefits outweigh the costs, the distribution of those costs 
and benefits is critical to the ultimate question of whether the 
project is desirable or not. The Water Resources Council's 
analysis stops too short. Standards should be developed for 
measuring and displaying the distribution of benefits according 
to such criteria as the wealth or landholding size of the receivers 
and the payers. 

Another alternative is to remove the display of project 
impacts on income distribution from the display of accounts. 

Not enough is known about the determinants of the income dis- 
tribution. Knowing that some people will get jobs at a particular 
wage rate conveys little, if any, information about the changes 
in income distribution. It is dangerous to display this informa- 
because it implies we know something, when in fact, we do not. 

A further comment concerns one of America's minorities. 
The proposed Principles and Standards indicate that income re- 
distribution is a benefit to be taken into account in assessing a 
water resource development plan. It is important to eliminate 
the tendency for the benefits of public resources to flow to 
higher income groups. Therefore, income from land and water 
resource development projects definitely flowing to low income 
groups, especially Indians, should be weighted more heavily in 
the decision process than similar income accruing to groups with 
relatively high levels of income. This is only logical in view of 
the principle of declining marginal utility of income. Weighting 
schemes, although not specifically designated as such, are used 
every day by Government. Veterans' preferences on Civil Service 
examinations, the Philadelphia plan for minority hiring, and 
relaxed admissions standards for minority students in public 
universities are common examples. True, any weighting scheme 
will imply a value judgment. But, the position of the American 
Indian i's unique in the United States; he is logically and morally 
entitled to special preference. 

Indians are by far the poorest minority group in This 
country. The annual median income of the American Indian 
family is $3, 500. This should be contrasted with the average 
American family, whose median income is $10,664. Even 
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Blacks, whose poverty has received an enormous amount of 
sympathetic attention in the past two decades, have a median 
income almost twice that of Indians- -$6, 500 per year. To 
allow this disparity to continue implies that it is the judgment 
of the American people that an additional dollar's worth of 
income to an Indian is equivalent, in terms of equity, to three 
dollars' worth of income to an Anglo-Saxon. 

It is proposed that the Water Resources Council adopt 
Principles and Standards weighting benefits and costs accruing 
to Indians from water and land resource development projects. 

In computing the benefits and/ or costs of any project that may 
have an impact on Indian lands, the benefits and costs accruing to 
Indians should be weighted by a coefficient of three to reflect the 
ratio of Indian median family income to that of non-Indians. 

Then, as the disparity of income between Indians and non- Indians 
decreases, it is only appropriate that the coefficient be reduced 
to reflect the reduced magnitude. Similarly, should the income 
dispartiy increase, the coefficient should be increased. The 
Water Resources Council should review periodically median 
income figures in order to update the weighting factor. 

Navigation /transportation . --The Principles and Standards 
provide on page 24156, in part, as follows: 

"The beneficial effects from the movement of 
traffic are related to the improvements in the trans- 
portation services provided, enabling the widespread 
distribution of goods and services, and are measured as: 

a. The savings in the movement of commodities 
on the waterway when compared with movement via 
existing alternative modes; and 

b. The expressed willingness to pay by the 
shippers (producers) of commodity or traffic flow 
newly induced by a navigation improvement as 
reflected in the change in their net income. 

"(2) Where traffic will move in the absence of 
the waterway improvement. In this situation, 
navigation studies would include an estimate of the 
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savings to shippers via the considered navigation 
improvement, measured as the product of the esti- 
mated traffic and the estimated unit savings to 
shippers from the movement of that traffic via the 
proposed navigation improvement. The unit savings 
would be measured as the difference between the 
charges shippers actually incur for transportation 
at the time of the study and the charges they would 
likely incur for transportation via the improvement. 

"The traffic that is estimated to move via the pro- 
posed waterway will be based on a thorough analysis 
of the existing traffic movements in the tributary 
area. ..." 

"The estimate of savings will ordinarily be devel- 
oped by comparing the full charges for movement 
from origin to destination via the prevailing mode of 
transportation with the charges via the waterway 
being studied, where these charges encompass all 
applicable handling, switching assessorial charges, 
and net differences in inventory, storage, or other 
charges due to the change in transportation mode. . . 

"(3) Where additional flow of traffic is induced 
by the plan . By making new sources of supply, or 
by increasing the net demand for a commodity, the 
navigation improvement may induce more traffic 
movement than would be the case in the absence of 
such improvement. Beneficial effects creditable to 
the plan for such new traffic are the differences 
between the cost of transportation by the waterway 
and the value to shippers, that is, the maximum cost 
they would be willing to pay for moving the various 
units of traffic involved. " 

"(4) Basis for evaluation . Congress has pro- 
vided the standard for computing the beneficial 
effects of navigation in section 7 (a) of the Depart- 
ment of Transportation Act of 1966, as ^follows 

". . . the primary direct navigation 
benefits of a water resource project 
are defined as the product of the 
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the savings to shippers using the 
waterway and the estimated traffic 
that would use the waterway; where 
the savings to shippers shall be con- 
strued to mean the difference between 
(a) the freight rates or charges pre- 
vailing at the time of the study for the 
movement by the alternative means 
and (b) those which would be charged 
on the proposed waterway; and where 
the estimate of traffic that would use 
the waterway will be based on such 
freight rates, taking into account projec- 
tions of the economic growth of the area." 



The Principles and Standards raise certain questions regard- 
ing the computation of navigation benefits. The Department of 
Transportation Act lays down the formula for determining the 
primary direct navigation benefits, and the Principles and Stand- 
ards do take note of this provision. However, the Principles and 
Standards seek to modify the Congressional formula in at least 
two respects: 

1. For purposes of comparison with the prevailing mode of 
transportation, estimated barge rates would have to "encompass 
all applicable handling, switching assessorial charges, and net 
differences in inventory, storage, or other charges due to the 
change in transportation mode (Page 24156.) The Department of 
Transportation Act makes no such stipulation. Inauguration of 

a waterway movement would obviously involve inventory changes 
and possibly new transfer charges. »If these factors are to be 
considered, it is only fair and proper that the analysis also in- 
clude the costs to shippers resulting from such factors as equip- 
ment shortages, strikes, delayed or lost shipments, etc. Why 
should the criteria only consider costs adverse to the waterway 
movement? 

2. BeneficiaD-effects of navigation are to be measured, 
according to thetfPrincijfa.es and Standards quoted previously as 
(a) savings in transportation costs and (b) "The expressed willing- 
ness to pay by the shippers (producers) of commodity or traffic 
flow newly induced by a navigation improvement as reflected in 
the change in their net income." This proposition would require 
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navigation improvements to be justified on the basis of transportation 
costs rather than transportation rates. Transportation costs are 
difficult to determine, especially railroad costs. All railroad 
rates are supposed to cover fully distributed costs, but a recent 
Department of Transportation study indicated that perhaps 40 
percent of all rail rates were less than compensatory. This 
situation came about because railroads have historically reported 
low "out-of-pocket" costs when they wanted to lower rates and 
high "fully distributed" costs when they wanted to raise rates. 

The cost-of-transportation concept is a fine theory, but it is 
hardly practical in analyzing the economics of water versus rail 
transportation. It is also in direct conflict with the formula set 
down in the Department of Transportation Act. This is a basic 
inconsistency in the proposed Principles and Standards which 
should be resolved by elimination of the "willingness to pay" 
stipulation. 

The requirement on page 24148 (part V, Plan Formulation) 
appears to be amplification of subparagraph 2 of paragraph C, "Stand- 
ards for Formulation and Evaluation of Plans" of section V of Senate 
Document 97, which stipulates that "Comprehensive plans shall be 
formulated initially to include all units and purposes which satisfy 
these criteria in quantitative economic terms: . . . (b) Each separable 
unit or purpose provides benefits at least equal to its costs." 

Criteria for evaluating benefits that would accrue from a 
proposed waterway improvement project should be applied on a 
fair and equitable basis. The division of a channel into inequitable 
increments for the purpose of determining the relationship of 
benefits -to-costs is likely to leave the upper portion of the channel 
with an unfavorable benefit/cost ratio and consequently without 
economic justification for the proposed improvement, even 
though the benefit/cost ratio for the channel as a whole is favorable 
and justifies the proposed improvement from an economic stand- 
point. Unless the increment of channel length criteria is applied 
on a fair and equitable basis, industrial establishments located 
on the upper reaches of a channel may be denied the advantages of 
a deeper and wider channel and consequently be deprived of savings 
in transportation costs that would otherwise be realized if the 
channel were improved. It should be emphasized that in those 
cases where the increment of channel length criteria is employed 
it should be applied so as to include those companies located in 
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the upper reaches of the channel, which require the channel improve- 
ment in the interest of more efficient and economical operation of 
vessels. If this procedure is not followed, companies located at 

the upper end of the channel will be disadvantaged from an economic , 

and competitive standpoint in relation to benefiting companies 
located on the lower and middle portions of the channel. 

A disappointment with the treatment of transportation in the 
Principles and Standards was expressed. Once calculations have 
been made to establish some sort of rate differential in projects, 
some very unrealistic assumptions concerning growth factors have 
been used for unreasonable periods of time. An example is an 
analysis completed in 1955 to establish a rate differential between 
land-based and water-based transportation on a project which was 
to have been in operation in 1965. When 1965 comes and passes, the 
usual action has been to simply change the base under which the 
calculations were to prevail, and artificially advance the entire 
benefit structure associated with the transportation benefit. This 
practice seems to be of questionable economic validity. By 
requiring the analysis to be updated, along with the assumption, 
within a specified period of time --say every five years at a 
maximum- - then part of this problem will have been solved. 

Another view on the basis for evaluating navigation benefits 
concerned Section 7(a) of the Department of Transportation Act of 
1966. One of the major reasons for undertaking to revise the old 
planning standards was presumably to get rid of archaic language 
and to provide appropriate guidelines in light of changing public 
values. The Principles and Standards should specifically state 

that before' any canal is built, a comprehensive transportation •• 

study of the area must be completed to insure that such a canal 

is in accord with the Nation's overall transportation needs. It is 

not legitimate to compute the benefits of a canal by the change in 

freight rates unless language is inserted on page 24156 of the 

Principles and Standards providing that the new rates reflect the 

full cost to society of the project and the value that society places 

on such transportation will exceed the costs. 

i 

The measurement concepts and procedures for evaluating 
navigation project effects under the National Economic Development ; 

Objective have serious deficiencies in the proposed Principles and i 

Standards. Little or no attempt has been made to evaluate the ) 
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benefits for this objective from the comprehensive public view- 
point. From such a viewpoint, for example, the National Economic 
Development benefits due to the increased output of the Nation's 
goods and services should be the increased value "to the Nation" 
rather than "to the users. " 

Lumping together of all National Economic Development 
benefits for navigation and other water resource projects under 
the single heading of "Measurement of the Value to Users of 
Increased Outputs" leaves much to be desired. As indicated 
above, the national public viewpoint measurement should be the 
value "to the Nation" of increased outputs. Second, for 
navigation projects there is usually no increase in the Nation's 
total output of transportation service since nearly all of waterway 
traffic would move in the absence of the project. Third, there 
is no consideration of standards for measuring improvements in 
national economic efficiency. 

The Principles and Standard state that "Plans for the 
provision of transportation through inland waterways and harbors 
are established to complement or extend the overall national 
transportation system. . . " to the extent that nearly all of the 
inland waterway traffic would move in the absence of the project. 
However, it is more correct to indicate inland waterway facilities 
primarily replace or serve as a substitute for existing trans- 
portation facilities. This is particularly significant since the 
railroad industry transportation facilities are considerably 
underutilized. The Principles and Standards also indicate that 
navigation projects are established to achieve "an improved 
movement of goods" and that the beneficial effects are related 
"to the improvements in the transportation services provided." 

The Principles and Standards fail to indicate what these improve- 
ments consist of. They neither state nor imply that any improve- 
ments are obtained with respect to the speed of the movement, 
the quality of the movement, or the total cost of the goods and 
services (i.e. , resources) necessary to provide the movement. 

The following statement on page 24156 of the Principles and 
Standards is completely inadequate: "The beneficial effects. .. are 
measured as: The savings in the movement of commodities on the 
waterway when compared with movement via existing modes;". 

This statement fails to indicate savings in what and to whom. The 
keywords omitted are "the cost of providing" which should follow 
the words "the savings in. " Prior standards (including the present 
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standards in Senate Document 97 and the May 1950 and May 1958 
standards) plus the Council's Special Task Force report of 
June 1969 on "Procedures for Evaluation of Water and Related 
Land Resource Projects" clearly state that, for commodities 
which would move in the absence of the project, the (net) benefit 
(from the national public viewpoint) is (equal to and can be) 
measured by the "saving as a result of the project in the cost of 
providing the transportation service. " This wording should be 
retained. 

The procedure (hereinafter labeled method #1) for measuring 
the net project benefits to the Nation directly (without determining 
which groups are affected and to what extent) has been called the 
"cost of providing the service" procedure. It is based on a 
comparison of the relative efficiency of the various modes of 
transportation and requires a determination of the incremental 
(or avoidable) cost required to provide the transportation service. 

Theoretically, this "cost of providing the service" procedure 
(method #1) does not conform to the comprehensive public view- 
point requirement for the evaluation of project effects since it 
does not "include consideration (determination) of all effects. .. 
that may be expected to accrue to all persons and groups within 
the zone of influence of the proposed resource use or development. " 
The alternative to benefit evaluation method #1 is a method 
(hereinafter labeled method #2) which evaluates all effects to all 
persons or groups. Evaluation method #2 is stated as follows: 

"The economics of such transportation service (that 
is the product of navigation improvements) must be 
determined from a comprehensive public viewpoint 
which includes consideration of all effects, beneficial 
or adverse, short-range, or long-range, that can be 
expected to be felt by all persons or groups in the 
entire range of influence of the project. " 

With this method, the effect of the project on each group, 
which is directly affected, is determined separately. The sum of 
the beneficial effects gives the National Economic Development 
benefit. This is balanced against the sum of the adverse effects, 
which in the proposed Principles and Standards would be 
displayed separately. With method #2, no attempt is made to 
evaluate the secondary or induced effects: (a) to producers or 
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consumers of the prospective waterway traffic; (b) to those ship- 
pers, without access to Federally financed inland waterways, that 
compete with the prospective waterway shippers; or (c) to other 
shippers who would continue to rely on the present transportation 
carrier, and who may be faced with rate increases intended to 
recover that portion of the carrier's fixed costs which had previ- 
ously been covered by the traffic diverted to the waterway. 

With method #2, the benefits to the waterway shippers are 
the savings in freight rates. The waterway carriers benefit from 
an increase in net income on new traffic which the waterway pro- 
vides, and the existing carriers experience an adverse effect due 
to a loss of net income on traffic diverted to the waterway. The 
net gain or loss in income to each mode is the difference between 
the cost of providing the transportation service and the rate 
charged for the service. The net benefits of the project with 
method #2 are essentially the same as with method #1, provided 
the effects to all the directly affected groups are evaluated. 

While evaluation method #1 is required for implementation 
type studies in the proposed Principles and Standards, an added 
reason for specifying method #2 in the proposal is the fact that 
Congress in the Department of Transportation Act has defined 
(and established the procedure to be followed in determining) the 
"primary direct navigation benefits" to "shippers using the water- 
way. " Since this procedure applies specifically to the situation 
(covered in heading d (2) on page 24156) where traffic will move in 
the absence of the waterway improvement, and since these proce- 
dures are precisely those specified by Congress in the Department 
of Transportation Act, it would appear appropriate to omit heading 
d (4) and insert the direct quote from section 7 (a) under heading 
of d(2). 

The principal deficiency of the procedures in the proposed 
Principles and Standards for evaluating navigation project effects 
is that they omit consideration of the effect of navigation projects 
on any group other than the waterway shippers. We do not inter- 
pret the Department of Transportation Act as prohibiting the 
determination of beneficial or adverse effects to other groups. 

Unless the Water Resources Council intends to completely 
abandon the comprehensive public viewpoint in water resources 
planning and evaluation, it is urged that the Water Resources Council 
include in the National Economic Development account the direct 
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benefits of navigation projects to waterway carriers due to increased 
income. It should also include as an adverse effect the loss of 
income by transportation modes from which traffic is diverted. 

The gain or loss in income is the difference between the cost of 
providing the transportation service and the rate charged for the 
service. Both the May 1950 and May 1958 water resource 
evaluation standards required, when using method #2, that the 
navigation project benefits "be adjusted for any reduction in net 
income by transportation services from which traffic is diverted. " 
This requirement should be carried forward in the new procedures. 

It is important for the Water Resources Council to establish 
procedures from the direct measurement of benefits due to 
improvements in national economic efficiency for at least those 
water resources uses (hydroelectric power and commercial 
navigation) where there are alternatives in the private sector 
and where water resource development decisions should be based 
primarily on a comparison of the relative efficiency (resource 
costs) of alternatives. Consequently, it is recommended that the 
standards present and specify the use of evaluation method #1 
rather than method #2 for this specific purpose. Method #1 would 
therefore be presented as the procedure to be used to directly 
measure the improvement in national economic efficiency with 
respect to existing or alternative transportation facilities and 
service . 

Increased Recreation Output- -Measurement of the Value to Users 

The Principles and Standards state that "Beneficial effects 
of national economic development are the increases of the value 
of the output of goods and services and improvements in national 
economic efficiency" (page 24153). Generally, the comments (16) 
on recreation fall into seven areas: Willingness to pay concept, 
Travel-distance approach, Simulated prices per recreation day, 
Evaluating losses and determining costs, Greater urban consider- 
ation needed, Alternatives for satisfying recreation needs, and 
General considerations. 

Willingness to pay concept. --According to the Principles 
Standards (page 24157), outdoor recreation, for the most part, 

". . . is produced publicly and distributed in the 
absence of a viable market mechanism. While 
the private provision of recreation opportunities 
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has been increasing in recent years, analysis 
of recreation needs is conducted in the absence 
of any substantial amount of feedback from effectively 
functioning markets to guide the evaluation of publicly 
produced recreation goods and services. Under these 
conditions --and based on a with and without 
analysis- -the increase in recreation provided by a 
plan, since it represents a direct consumption good, 
may be measured or valued on the basis of 
simulated willingness to pay. In computing the 
projected recreation demand, however, the analysis 
should take explicit account of competition from 
recreation opportunities within the area of 
influence of the proposed plan. " 

The Principles and Standards allocate recreation benefits 
by willingness to pay--not by need. But willingness’ to pay is not 
measured in away which will accurately predict demand, since it 
is too closely correlated to ability to pay. Thus, a large 
reservoir near an urban area, if provided with good transportation 
facilities, might draw a great many urban people without cars, 
who could not afford to travel to the same reservoir in a remote 
rural area. 

Furthermore, the willingness-to-pay concept is useless in 
determining the actual value of outdoor recreation to a person 
with a very limited recreational opportunity. The deplorable 
lack of recreation sites near cities should add an increased value 
to projects which are near urban areas. 

Willingness to pay is to some extent an outmoded concept 
in recreation planning, and is only used if other measures are 
lacking. But if it is to be used, it should be used accurately. 

The distance driven is not a real measure unless it is clear that 
the person actually drove the entire distance just to utilize a 
recreation facility. The approach of having no standard of what 
people would pay to enter a project area is poor. 

The Principles and Standards, in their treatment of willing- 
ness to pay, show no awareness of the forced options that make 
people willing to pay for things they would prefer not to purchase 
if other things were available. For example, people who would 
buy bicycles if there were places to ride them safely, the people 
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who would prefer mass transit to driving their cars if mass transit 
were available, and so on are not considered. 

Aesthetic appeal cannot be measured in recreation days, 
dollars and cents, or usage. Although it would be interesting to 
measure the rise of mental health problems in our country and 
the correspondingly increasing value of the balmy countryside. 

Recreational benefits should not be quantified because 
current crude methods of estimating recreation demands are 
used to boost cost/benefit ratios. Extrapolation of current use 
trends is used to estimate future demands. The public chooses 
convenient recreation, and once the recreation is supplied and 
becomes in style, use increases. Canoeing could be encouraged 
but water skiing is encouraged instead--and now that water skiing is 
popular it is used as an excuse to dam more canoeing streams. 

Unfortunately, when a reservoir inundates a prime recreation 
area, the people do not have much choice--either water-related 
recreation or nothing. This sounds like creating a demand for 
water -oriented recreation by providing a certain type of 
recreation facility. Creating an artificial demand for reservoir 
recreation by inundating natural river and stream habitat is not 
favored. Various agencies that do this, then justify their actions 
by pointing to the recreation on their lakes. What choice do people 
have? The artificial facility tends to concentrate re creationists, 
leading to environmental degradation. 

Many existing projects considered economically feasible 
would be uneconomical without the inclusion of recreation as a 
benefit. In too many instances this aspect of the project receives 
great public attention in order to gain favorable reaction for the 
entire project. New knowledge concerning the life of reservoirs, 
new drawdown techniques of management control, and so forth, 
all tend to indicate that recreation benefits should be viewed with 
extreme caution. 

Recreational benefits (page 24146, D, b, 4) are worth counting 
only when these are new recreationally speaking (a new sport) 
because nothing is more easily substituted than recreational 
activity. 
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Primary outdoor recreation benefits are measured by what 
people are willing to pay or give up to consume outdoor recreation, 
i.e., its price. Any price has two components: Money and time. 
The Principles and Standards mention two methods of how a money 
price of outdoor recreation may be calculated, but forgets the 
time price, which, in the case of outdoor recreation, is the really 
relevant component, as no money prices are directly available, 
except in terms of nominal entrance fees. The time price is the 
value of the time actually spent by re creationists at the 
recreation site, i.e., the value of visitor-hours or visitor -days. 
This time value can be estimated by making use of the income - 
opportunity cost theory, i.e., that the value of one visitor-hour 
spent in outdoor recreation is at least worth the foregone wages 
of the visitors. In order to compute a measure of total primary 
outdoor recreation benefits , the following elements must be added 
to the money time price (MTP): 

a. An estimate of the money price of outdoor recreation, 

b. The value of external economics of outdoor recreation, 

c. Entrance fees, and 

d. An appropriate value of the travel time. 

The Principles and Standards state that alternative plans are 
to be compared to conditions which will exist without the plan. 

This is a key issue and will determine in many cases whether or 
not a project is approved, but no mention is made of how projections 
should be made for these baseline or "no plan" conditions. The 
Principles and Standards must be much more specific on the 
relationships between alternative plans and various levels of 
projections. It is apparent that a review and further clarification is 
needed. 

Travel-distance approach. —The Principles and Standards set 
forth an approach relating travel cost to distance (page 24157). 

"... (Jsing marginal travel costs (i.e., variable costs 
of automobile operation directly related to the number 
of miles driven) taken as a measure of what people 
are willing to pay for water -oriented recreation and 
how price affects use, the relationship between 
price and per capita attendance can be established for 
recreation sites and market areas. This relation- 
ship, the conventional demand curve having a 
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negative slope, sums up the response of users' 
demand to alternative prices of the recreational 
product (or experience). Separate demand curves 
are constructed to reflect each kind of recreation 
use, whether day-use travel, camping -use travel, 
or other. If there is no entrance charge at the 
project, per capita rates for each distance or 
travel cost would be consistent with the constructed 
demand curves. 

"If a fee is charged, however, the cost to the 
recreationist would then be equal to the fee plus 
his travel cost, thus diminishing the per capita use 
rate. Applying a range of reasonable entrance 
fee charges to the constructed demand schedules, 
additional separate day-use and camping-use 
demand curves for sites are constructed to deter- 
mine respective attendance which may be expected 
under such conditions. Following this, initial 
project year day-use and camping-use values 
are computed by measuring the area under their 
respective demand curves. These values can be 
compared with market projections and existing 
capacities to determine if actual site demand will 
materialize. The initial year values are then 
projected throughout the life of the project 
consistent with the calculated recreational use 
predictions. The resultant figures, total values 
for day and camping use over the life of the 
project, are separately discounted at the prevailing 
discount rate established by these standards to 
obtain average annual equivalent values. " 

The recreation benefit problems begin with the conceptually 
fallacious recommendation of a travel cost method of approximating 
recreation benefit values. It does not require too much analytic 
sophistication to realize that costs incurred for travel to a 
recreation area may have little or no relation to actual benefits 
of recreation to society. 

It has often been recognized in the literature on economic 
evaluation of outdoor recreation that demand curves for 
recreation based upon the travel cost procedures are biased if 
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they do not recognize that part of the cost of travel may be for 
other activities other than recreation. A complete explanation 
of this may be found in Analytical Economics of Outdoor 
Recreation: A Case Study of the Southern Appalachian Trout 
Fishery . 

The value of outdoor recreation at any location depends 
strongly upon the geography of the population and the geography 
of all the likely alternatives, as well as the "quality" of the 
recreation. The travel cost-distance method is naive because 
the geography of alternatives is ignored. Techniques are avail- 
able that can considerably reduce the naivete of that method. 
Research has shown that the best indicator of value per 
recreation day appears to be the distance users travel for the 
purposes of the recreation (not travel that includes other 
purposes), together with the additional distance that would be 
required to reach the next closest perfect substitute. The former 
is an indicator of consumer preferences and uniqueness, while 
the latter defines the maximum net willingness to pay for 
recreation at the closer site. The travel cost-distance method 
measures the all-or-none value of recreation, not the marginal 
value. 



Simulated prices per recreation day .--The Principles and 
Standards set forth simulated prices per recreation day (page 24157): 

"... A single unit value will be assigned per 
recreation day regardless of whether the user 
engages in one activity or several. The unit value, 
however, may reflect both the quality of activity and 
the degree to which opportunities to engage in a 
number of activities are provided. 

Type of Outdoor Range of Unit 

Recreation Day Day Values 

General $0. 75 -$2. 25 

(A recreation day involving primarily those 
activities attractive to the majority of outdoor 
recreationists and which generally require the 
development and maintenance of convenient 
access and adequate facilities.) 
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Specialized 



$ 3 . 00 -$ 9 . 00 



(A recreation day involving those activities for 
which opportunities, in general, are limited, 
intensity of use is low, and often may involve a large 
personal expense by the user. ) 

"Two classes of outdoor recreation days, general 
and specialized, are differentiated for evaluation 
purposes. Estimates of total recreation days of 
use for both categories, when applicable, will be 
developed. 

11 The general class constituting the great majority 
of all recreation activities associated with water 
projects embraces the more usual activities, such 
as for example, swimming, picnicking, boating, and 
most warm water fishing. 

"In view of the fewer alternatives available and the 
likelihood that higher total costs are generally 
incurred by those engaged in hunting and fishing 
activities compared with those engaged in other 
types of outdoor recreation, it may be anticipated 
that the monetary unit values applicable to fish and 
wildlife recreation will ordinarily be larger than 
those applied to other types of recreation. 

" The special class includes activities less often 
associated with water projects, such as big game 
hunting and salmon fishing. 

"A separate range of values is provided for each 
class in order that informed judgement may be 
employed- in determining the applicable unit 
values for each individual project under 
consideration. Where considered appropriate, 
departure from the range of values provided is 
permissible if a full explanation is given." 



The simulated prices given in the Principles and Standards 
are probably too low. Results of studies by a State government 
Department of Natural Resources have shown that the value of 
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salmon-steelhead fishing is about $4.25 per day assuming $0 
value for travel time, and about $11 per day if travel time has 
a minimal value of about $2. 50 per hour (likely too low). The 
latter figure is much less biased, and both are based upon the 
travel cost-distance model. One study found the value of trout 
fishing in another area averaged about $6, with a great amount 
of variability depending upon many factors. 

It is difficult to place a value upon a man-day of activity, but 
Congressional guidance can be used. Since it is the practice of 
industry and government to give everyone two weeks vacation with 
pay and since it is the law that everyone be paid at least $1. 60 an 
hour, and if recreation is valuable to rejuvenate employees, then 
why not use the legal hourly minimum wage, $1.60, multiply it 
by 8, and get $12. 80/day. Let that be the daily value or the man- 
day value for outdoor recreation. 

If one pays his way into an amusement park, a private 
recreation facility, park, beach or other recreational area, a 
reasonable expenditure figure per person could range up to almost 
$10. 00. A realistic figure for more water-oriented recreation areas 
would gross almost $4. 00/day per person. 

The individual may value his day in a highly personalized 
manner often keyed to weather, companions, or success. The 
minimum range for specialized recreation should be raised to at 
least $6. 00 per day with a maximum of $15. 00. In some areas the 
$15. 00 maximum would be very conservative. 

The values for a day of specialized recreation (salmon and 
steelhead fishing or big game hunting) are much too low. The 
fifteen to twenty dollar value estimated by Butcher, Rettig, 
and Brown is more realistic and perhaps low. A low rate value 
for this type of recreation would result in subsidies to the 
beneficiaries of water resource projects. 

There also appears to be a distributional bias in the values 
in the proposed Principles and Standards. The activities receiving 
the highest values under the scheme are principally those that 
"often may involve a large personal expense by the user" (p. 24157). 
However, there is no valid theoretical rationale for assigning a 
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higher value to activities which may involve equipment or travel 
costs that prohibit participation of lower income groups. 

Fish and wildlife recreation is not the only type of specialized 
recreation. Wilderness recreation of various types is becoming 
more important. 

Evaluating losses and determining costs. - -Recreation bene- 
fits and cost estimation do not take into account the role played by 
substitute recreation areas. If a dam is built in a region having 
many lakes (whether public or private), but where there is no other 
source of free-flowing river recreation, two adjustments should be 
made; the value of a recreation day for flat water activities should 
be negligible or zero due to the abundance of such facilities (assum- 
ing no crowding); and the value of the free-flowing river recreation 
foregone should reflect the lack of adequate substitutes. It was 
recommended that an insertion be made in the section on recreation 
benefits under the National Economic Development account providing 
that: "No recreation benefits shall be accorded to projects which 
destroy areas of specialized recreation. " 

It is most unwise to continue replacing areas of specialized 
recreation with flatwater recreation areas: First, areas of 
specialized recreation are rapidly dwindling in number. Second, 
the demand for specialized recreation areas is growing much more 
rapidly than the demand for general recreation areas. Third, flat- 
water recreation areas are becoming quite numerous. 

Subjective value judgments of a representative sample of the 
concerned citizens, possibly through the use of a carefully designed 
questionnaire, might be useful in determining benefits. For example, 
"How much would it be worth to you each year if the quality of stream 
A were improved from its present state (where it supports crappies, 
bluegills, etc. , now) to the point where it would support trout? How 
much more (or less) would you be willing to pay for your home if 
public water and related land resource projects were provided in 
your (county, region. State, etc. )? If these were multiple choice 
with ranges of values, the results would probably be as accurate as 
present cost estimates for construction and more realistic than 
present methods of measuring benefits. The main reason for a 
suggestion of this type is that there is just no realistic way of 
comparing monetary and nonmonetary considerations. " "Monetary 
terms" are used throughout the text, but are never adequately defined. 
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These guidelines are going to be used in evaluating not only 
the benefits of a project, but also the costs associated with the loss 
of recreation opportunities due to construction. Therefore, the 
section should outline these losses and their evaluation. The loss 
of wilderness recreational value due to a project should be con- 
sidered as part of the cost of that project. All project studies 
should include losses to fish and wildlife resources and the losses 
should be calculated and applied to the cost/benefit ratio. 

Reimbursement for fish and wildlife losses should also be 
dealt with in the Principles and Standards. States should be com- 
pensated through their fish and wildlife agency for the value of 
these losses for more than just one year. When wildlife habitat 
is inundated and the wildlife is gone, it is gone forever, not just 
for one year. Reimbursement based simply on the costs to replace 
the wildlife is tokenism because there is usually no place left for 
wildlife to go. State fish and wildlife agencies now are asked to 
repay a portion of the cost of measures to enhance fish populations 
while substantial wildlife habitat destroyed by inundation or 
damaged by regulated flows goes uncompensated. At least, a net 
balance of habitat losses and gains should be provided by the 
Federal Government before States are asked to cost-share 
enhancement measures. 

The evaluation techniques used for appraising recreation, 
fish, and wildlife are still highly controversial. A true market 
approach to evaluation is nonexistent for these functions. The new 
Principles and Standards should only apply to recreation, fish, and 
wildlife enhancement evaluation. Using current proposed methods 
to place values on preserving fish and wildlife resources understates 
the true value. Hence, language should be included in the proposed 
Principles and Standards to prohibit placing arbitrary values on 
existing fish and wildlife that may be adversely affected by a 
proposed project. 

Although the experts are quick to put a price tag on the water 
skiers, hunters, and fishermen, what about the canoeists, hikers, 
mushroom hunters, birdwatchers, and hickory nut gatherers who 
do not spend much money but who genuinely love the land more than 
many other recreationists. When will the values that they have lost 
be considered, and what price will be put on their heads in the cost/ 
benefit analysis? 
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How is each cave lost to a water project evaluated? The 
environmental impact statement for a new dam readily admits that 
caves will be flooded but makes no attempt to assign a cost to the 
loss or to attach any significance to the loss. Similar statements 
can be made regarding archeological sites. At least two undescribed 
species of cave arachnids have been found which will be lost when the 
dam is completed. How are these losses to science evaluated? Cer- 
tainly a portion of the benefits of a dam should be subtracted for each 
species threatened or rendered extinct. These wildlife and open 
space losses should be added to the cost factor of all water projects 
and they should be accorded the high significance they deserve. 

No attempt is made to, include the opportunity costs of convert- 
ing an area from its present use into another use. Since many water 
resource projects change natural environments in an irreversible 
manner, the loss of present and potential future users should be 
taken explicitly into account. 

The Principles and Standards show considerable concern for 
the underuse of resources, but do not sufficiently acknowledge 
overuse of resources as an important source of environmental 
degradation. 

Greater urban consideration needed . - -The recreational 
aspects of projects should show a greater consideration for urban 
areas and especially the urban poor who often cannot afford to 
travel to rural recreation areas. More recreation facilities 
should be located near cities, in keeping with President Nixon 1 s 
"Parks to the People" campaign. 

The Water Resources Council's consideration of the recreation 
uses of water projects does not sufficiently take into account the 
needs of the Nation's urban poor. Due to low income, their desires 
and needs for recreation cannot simply be disregarded. But this is 
precisely what has happened in the past and continues to happen. 

For example, one project has generated extensive reservoir construc- 
tion. But most of these reservoirs are located a great distance from 
the people. However, as emphasized in the Water Resources Council's 
own studies, the greatest need for increased flat-water recreation 
exists, not in the area of the project, but rather where the people are 
located. We suggest that in the future there be better adherence to 
the Council's findings and that recreation benefits be disallowed for 
reservoirs outside metropolitan areas unless and until the recreation 
needs of metropolitan areas first have been ameliorated. At the very 
least, recreation benefits, for otherwise inaccessible reservoirs should 
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be allowed only if the project includes provision for public trans- 
portation linking the project to one or more significant population 
centers. 

Alternatives for satisfying recreation needs . --More and more 
Americans are beginning to utilize the recreational resource values 
of our streams and rivers and to appreciate the wondrous variety of 
plants, fowl, fish, and animals that thrive in these watercourse 



Recreation diversity is a great deal more important than just 
sheer quantity recreation. There should be rivers for canoeing and 
other purposes and for just the enjoyment of nature. 

Recreational value is often cited as partial justification for 
building dams and other projects. This claimed value should be 
placed in proper perspective. For example, a dam is justified 
on the basis of projected recreation due to fishing benefits, camp- 
grounds, etc. However, these same recreational goals could be 
obtained by the Government through purchase of access points to 
the rivers, and the construction of campgrounds, without building 
a multimillion dollar dam and flooding thousands of acres. The 
cost for the acquisition of these recreation sites would be trivial 
compared with the cost of the dam. Therefore, if recreation is 
the goal it is not reasonable to justify the dam for that reason. 

Many of the recreational benefits associated with public proj- 
ects are "imaginary" and should be rejected. The bike trails, 
canoe trails, parks, and hiking areas planned in the “Green Belt" 
are "imaginary" benefits of the proposed reservoir for they could 
just as well be constructed without the reservoir. 

Alternative courses of action such as flood-plain zoning, 
flood insurance, or the development of the flood plain as an environ- 
mental corridor or greenbelt would be far less damaging to the 
environment and would permanently reduce flood hazards, protect 
valuable fish and wildlife habitat, and would provide the needed 
diversity of recreational opportunity in an area. Such alternatives 
have not been studied or developed by the responsible Federal 
agency, as required by the National Environmental Policy Act. 

Given that motor boating and water skiing are almost the only 
recreation forms that require a reservoir, a new method of calcu- 
lating the recreation benefit should be found. A least/cost alter- 
native of buying "X" amount of recreation land along a river and 
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building some swimming pools was suggested. Given the large 
number of recreation reservoirs, there is an obvious need to 
provide other forms of recreational settings. 

Simple recreation is the type most desired by most people. 
The most good for the most people should be the criterion with 
the provision of numerous small, simple facilities rather than 
fewer larger, elaborate ones. 

Water is the most rapidly growing form of recreation. 
Therefore, development of our beaches on streams, lakes, and 
oceans, as well as provision of simple boating facilities, is 
highly desirable. Included in this should be provision for water 
recreation, including swimming, on water supply lakes. 

One decisive F ederal regulation could be to require zoning 
to permit public access by street or road, at least every one-half 
mile interval, to the water's edge on all tracts contiguous to a 
lake, river, or ocean, so that recreation might be permitted. The 
area between low water and high water on rivers, oceans, and 
most lakes is under the jurisdiction of the Federal Government 
and access to it should not be denied. 

Could project money be best spent by buying a whole river 
valley for recreation and wildlife rather than by building a dam? 
What are the costs of flooding out the most fertile valley land 
(fertile in agriculture, fertile in timber production, fertile in 
wildlife production)? Would the British approach of regulating 
parklands which remain in private property be the best approach? 

General considerations . --Recreation is viewed as primarily 
a social process and not an economic process. 

Emphasis should be put on land and water recreation which 
would create the least amount of air and water pollution. 

Water projects concerned with recreation benefits should not 
be based on population projections. If that is allowed, all flowing 
water will be impounded before it is recognized that the population 
is actually going to stabilize and all there is left of natural beauty 
will be destroyed. 

Economic studies conducted by one State Legislature have 
concluded that the tourist dollar is one of the most productive in 
the economic structure in any community. Research conclusions 
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show that the tourist dollars turn over ten times in a community. 

The economic advantage of this is immediately apparent. More- 
over, fewer municipal services are required for the tourist than 
for the permanent resident, so the economic gain is maximized. 

The proposed Principles and Standards should include a policy 
statement recognizing the need for a national inventory of rivers, 
streams, and other natural bodies of water which should remain 
untramm eled and which should be forbidden to the water planning 
agencies except for in-stream uses compatible with their natural 
values. The inventory should include, at a minimum, those 
bodies of water already institutionalized, together with others which 
are proposed for such status at the Federal or State level, including 
those which, although not worthy of institutionalization, do have 
natural values warranting preservation in whole or part. It was 
recommended that a paragraph be added to the proposed Principles, 
under section I, "Purpose and Scope, " to designate the Bureau of 
Outdoor Recreation as the executive agent of the Water Resources 
Council to accomplish the inventory. 

The proposed Principles and Standards, under V B 1 
(page 24169) employ an undefined concept of user days for specifi- 
cation of the water and land related recreation opportunities. Later 
(table 4, page 24178 and on page 24181) a concept of man-days for 
recreational opportunities is used. However, according to the 
Recreation Advisory Council Circular No 6, beginning with calendar 
year 1965, all Federal agencies shall report public recreation use 
in terms of visitor -days . It is recommended that the Principles and 
Standards incorporate the clearly defined visitor-day concept and 
thus replace the unclear man-days and user-days concepts, if only 
to provide consistency. 

Hopefully, in the review process existing cost-share legis- 
lation such as P.L, 89-72, the Federal Water Projects Recreation 
Act, will be reexamined. 
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6. ISSUES RELATED TO COST SHARING AND ALLOCATION 

The cost-sharing and cost-allocation provisions of the 
Principles and Standards stipulate, among other things, as follows 
(Pages 24148, 24181, 24183): 

"Reimbursement and cost- sharing policies shall be directed 
generally to the end that identifiable beneficiaries bear an 
equitable share of cost commensurate with beneficial effects 
received in full cognizance of the multi objectives. Since 
existing cost- sharing policies are not entirely consistent 
with the multiobjective approach to planning water and land 
resources, these policies will be reviewed and needed 
changes will be recommended," 



"Current reimbursement and cost-sharing policies will be 
reviewed in their entirety at an early date in light of 
experience gained from actual application of the new planning 
principles and standards. . . . Until this comprehensive 
review is completed, all current reimbursement and cost- 
sharing policies are considered to be in full force and effect. " 



". . . an allocation of appropriate costs shall be made when 
an allocation of costs is required for purposes of establishing 
reimbursement levels, pricing policies, or cost-sharing 
between the Federal Government and non-Federal public and 
private interests. All objectives and components of objective 
shall be generally treated comparably in cost allocation and 
are entitled to their fair share of the advantages resulting 
from a multi objective plan. " 

Comments received concerned such matters as (a) those people 
who benefit most from the use of water resource projects should be 
required to pay a far greater share of the costs of those projects 
than they have in the past; (b) opposition to the proposition that 
beneficiaries can so readily be identified (because benefits are 
widespread) and therefore should not pay and that, if they must 
pay the cost-sharing formulas it should be in line with local 
abilities to pay; (c) the lack of clarity and realism in the Principles 
and Standards and the absence of those specific principles that will 
guide the sharing of costs between the Federal and State levels of 
government, and that current cost- sharing policies are not consistent 
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with multiobjective planning, requiring further review to determine 
what changes are needed, and, finally, (d) cost allocation and 
coverage is disadvantaged by its complexity and treatment in the 
Principles and Standards. An elaboration of these issues follows 
below. 

Beneficiaries Should Pay a Greater Share of Project Cost 

A total of 960 individuals and organizations that responded 
thought beneficiaries from water resource projects developments 
should pay more of the project costs. 

Until beneficiaries are asked to pay for their gains, socially 
optimal control measures over water resource projects may never 
exist. Thus, in the Principles and Standards beneficiaries are 
subsidized without employing an effective means by which the latter 
can express their own judgment of how much they would be willing 
to pay for flood protection, navigation, or any other subsidy. The 
Principles and Standards do not enable beneficiaries to compare 
alternative means which may be available for avoiding flood damage 
(such as relocating out of the flood plain) or for any other gain. 

Until beneficiaries are asked to pay for their gains, a socially 
optimal provision for the services of public works is not possible. 
Investments will be made in the development of the flood plain with 
the expectation of ever -mounting public commitments for their 
protection; marginal agricultural land will be farmed with the subsidy 
of below-cost irrigation; inland waterways will be used for navigation 
at a higher cost to society than that of overland transportation by 
rail. However, the difficulty can be remedied by offering potential 
beneficiaries a payment scheme for the gains they expect to get, in 
the form of fees or assessments on their property (in the case of 
flood protection), or for use of irrigation water or navigation passage. 
Special assessments for street and sewer improvements are now a 
part of local government finance, and highway taxes geared to fuel 
consumption are also a part of Federal finance. Attempts should 
be made to design payment schemes for at least the commercially 
significant outputs of water management projects. To a consider- 
able degree, highway user taxes pay the cost of public highways. 
However, no start has been made in water resource projects. This 
should be done with maximum effort to bring early implementation, 
and with an opportunity for the proposed beneficiaries to accept or 
reject any given public project. 
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In general, if beneficiaries are not willing to pay the properly 
imputed price of whatever gain they expect to receive, then this 
means that they would prefer some other alternative and more 
efficient means of achieving the same end. It also means that 
society is wasting resources by spending money for something 
that is not worth the cost to those for whom it is intended. 

It is wrong for the overburdened American taxpayer to be 
forced to continue subsidizing private interests, and wrong for 
the direct "beneficiaries" to receive all the benefits without 
bearing a substantial portion of the costs. A remedy could be a 
fair and equitable division of costs, 75 percent by local bene- 
ficiaries and 25 percent by the Federal Government. 

With regard to ecosystems, persons using water and dis- 
charging it, should release it into the environment only after it 
has been processed and meets discharge standards. Clean-up 
costs should be borne by the persons using the water, not generally 
by fishermen or taxpayers. Also, State fish and wildlife agencies 
now repay a portion of the cost to enhance fish populations while 
wildlife habitat destroyed or damaged by regulated flows goes 
uncompensated. At a minimum, the Federal Government should 
provide a net balance of habitat losses and gains before States are 
asked to cost-share enhancement measures. Costs to provide 
specialized profit-yielding features of projects should be borne 
by those receiving project benefits. Investments by the Government 
should yield broad public benefits, such as maintaining and enhancing 
ecosystems. 

The concern of railroads versus waterways was expressed. 

The comments indicated that there was concern with the practice 
of subsidizing waterway carriers and shippers. This was considered 
economically unsound and unfair to the Nation's general taxpayers 
who pay for the construction, operation, and maintenance of 
navigation projects. 

The adoption, on the other hand, of adequate waterway user 
charges would shift the costs of navigation projects from the 
general taxpayers to waterway carriers and shippers as direct 
beneficiaries of such projects for private gain. Since much of the 
pressure for Federally financed navigation projects is generated 
by special interest groups who benefit from Federally provided 
facilities, an adequate user charge would reduce pressures for 
uneconomic 2 >rojects. Adequate user charges would also discourage 
the overdesign and ear ly replacement of waterway projects. It would 
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also encourage transportation by the most efficient mode in basic 
economic terms, and would be consistent with and encourage sound 
national transportation objectives. 

Beneficiaries Should Not Pay More Than Ability 

A total of 70 individuals and organizations indicated that 
beneficiaries should not pay, or at least not pay more than their 
ability. They stated that the U.S, Government is commissioned to 
perform its functions in pursuance of constitutionally delegated 
powers for the general public welfare. Its responsibility is to 
serve the public interest of American citizens, and not to sell 
them the output and benefits of their own facilities. If a work of 
internal improvement is not a public work bestowing its benefits 
widely, either of itself or as a part of an integrated program, it 
should not be built. This is not intended to suggest that no part of 
the cost of certain Federally provided improvements should be borne 
by local interests. However, the blanket demand for reimburse- 
ment by so-called identifiable beneficiaries misconceives the 
nature of the Federal Government's function. If carried out it will 
cause termination of many of our ongoing public welfare programs. 

Benefits are so widespread and varied that it is impossible to 
identify the magnitude of the benefits much less those receiving 
the benefits. Even if identification of benefits and recipients were 
possible, assessing and collecting would be an insurmountable task. 
There are many proposals for other uses of Federal tax money such 
as slum clearance, rebuilding of cities, mass transit systems for 
the megalopolis, and hundreds of other ideas all of which, if com- 
puted on a cost-benefit ratio, would produce far less on the benefit 
side than many of the critical western water projects. 

Organizations propose that beneficiaries pay a greater share 
of the project's costs; but they do not say how they would propose 
to have beneficiaries of Federal fish hatcheries, wild rivers, and 
national parks and recreation areas reimburse the Treasury for 
these splendid public activities. Will they install toll gates at 
Federally financed urban parks and charge the float fishermen 
for ongoing wild rivers systems? 
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The cost sharing proposal is an axiom that is unallowable in 
this country. To charge the beneficiary with an equitable share 
of the cost of a project would be somewhat akin to charging welfare 
mothers for giving them welfare programs, or to charge a school 
district a sum of money because they received a grant for a school 
program. The same effect occurs by levying a tollway tax on a 
Federally funded interstate highway system. Also, it is not rea- 
sonable for local and state activities to bear all operation and 
maintenance costs. 

Finally, cost-sharing should be in line with the State and local 
ability to pay. Benefits accrue to future generations and it is im- 
possible to determine all benefits. 

Clarity and Consistency of Cost Sharing Provisions 

Some 47 commented generally that there continues to be so 
little attention given to repayment and cost sharing in the Princi- 
ples and Standards. These elements have an indirect effect on the 
entire process of project formulation and analysis, and are of 
critical importance to the acceptance and success of the Principles 
and Standards. The proposed cost allocation procedure would 
assign costs to external economies. Environmental Quality, 
Regional Development, and some elements of social well-being. 
However, the procedure does not indicate to whom these costs 
may be assigned, or how they might be repaid, or how they might 
be shared. The Administration and the Congress need to express 
themselves and make clear that the beneficiaries of the more 
traditional project functions such as flood control, power, and 
water supply will not be called upon to bear the burden of the 
costs resulting from thei indusion of these new project objectives. 

Unrealistic "cost- sharing" policies are proposed for public 
works. The people of city "X" as identifiable beneficiaries might 
be required to pay for water supply benefits provided by low flow 
betterment features of upstream dams while the increased flows 
are passed on downstream to residents of £ity Y and Z at no cost. 
Our water resources are national resources to be developed and 
made available to all of our citizens. They are not to be doled 
out at so much a gallon to those who have an immediate need for 
them. 
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Under present Federal policies, the Federal interest in some 
project purposes is recognized, and reimbursement of the costs 
attributable to those purposes is not required of the beneficiaries 
of other project purposes. If the Federal Government limits its 
participation to those projects with short-term returns, and ex- 
cludes participation in long-range projects, then some innovations 
in cost- sharing principles will be needed to compensate the States 
for their investments if nonreimbursable components are included 
in future projects. If the Federal investment component is withheld 
from multipurpose water projects that do not meet the "less capital 
intensive ... scaled to meet near-term needs" criteria, who is to 
pay the costs of those purposes that are clearly in the Federal 
interest? Requiring a municipal water user to pay the full costs 
of providing flood control for downstream property owners, of 
providing fresh water releases from reservoir storage to maintain 
salinity levels in bays and estuaries, of acquiring land for recrea- 
tional use, raise debatable questions in equity. 

The proposed Principles and Standards fail to give explicit 
recognition to the fact that cost-sharing policies have been respon- 
sible for unwise development of flood plains and for the predomi- 
nance of ecologically damaging structural solutions to flood prob- 
lems. The Principles and Standards make no explicit changes in 
cost- sharing rules but merely indicate that policies on cost sharing 
and reimbursement "will be reviewed and needed changes 
recommended. " Thus, by not dealing with the relationship between 
cost sharing and the type of solutions to flood problems, the 
Federal Government is failing to exercise the leadership essential 
to insuring economically and ecologically sound solutions to flood 
problems. Outmoded cost- sharing policies have allowed for 
almost the whole cost of structural measures like dams to be paid 
by the Federal Government whereas desirable solutions to flood 
problems such as zoning, floodproofing, and flood insurance take 
a back seat because they involve a greater portion of the cost to be 
paid by the people in the project area. Yet these desirable al- 
ternatives to structural measures are less costly to the Nation 
and less ecologically damaging and are more sound from the stand- 
point of preventing unwise development in a flood plain. 
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Language should be inserted in the Principles and Standards 
advocating that priority be given to floodproofing, zoning, and 
flood insurance in formulating plans for flood control projects. 

The Principles and Standards should specifically indicate that dams 
and other structural measures including channelization are not 
the preferred solutions. Appropriate cost-sharing policies can 
insure that wise and ecologically sound solutions to flood problems 
are pursued. A first step would be to require a 50-50 cost sharing 
on all structural measures, or alternatively require that the per- 
centage of the local share of the cost be the same for all methods, 
both structural and nonstructural, in accomplishing the same 
objective. 

Further, the Principles and Standards should not be adopted 
until cost-sharing determinations are made. The form which cost 
sharing takes could have a significant influence on the acceptability 
of the overall proposal to State and local government. 

Finally, the comment is made that rules, performance meas- 
ures, penalties, rewards, and organizational structure are neces- 
sary to insure that water resource programs coincide with their 
original objectives. If local groups are biased by cost-sharing 
rules to select a project that is beneficial from their standpoint, 
but not from the Nation's, a loss in national economic welfare 
results. Flood protection may be provided in many different ways; 
the least costly technique, from a national standpoint, may in 
some instances be a system of flood insurance, financed on a 
sound actuarial basis. Local interests, however, might reject 
flood insurance in favor of a more expensive solution paid for by 
others, such as a reservoir, which provides the same protection, 
since local cost sharing is required for the flood insurance but 
not for the reservoir. Improper cost-sharing rules may, there- 
fore, induce local interests to press for decisions that are optimal 
from a local point of view, but inefficient for the Nation. The 
major problem in cost sharing is to design incentives which will 
induce local groups to behave in the best interest of society as a 
whole which, if practiced by all, will be in their own best interest. 
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If evaluation procedures are to have consistency, the bene- 
ficiaries of water resource projects should be charged the full cost 
of the goods and services provided them, unless either the cost of 
imposing and collecting such a charge is prohibitive, or an explicit 
decision to redistribute income is made and it can be demonstrated 
that the incidence of pro ject benefits is consistent with this decision. 
The purposes of cost sharing should be to encourage both the 
efficient use of resources and the proper incidence of project costs. 
The amount that project beneficiaries pay for a project's output 
influences efficiency, since the assessment of charges will affect 
the rate at which project services are used. The absence of charges 
may induce waste, whereas excessive charges may result in a fail- 
ure to meet project potentials. 

Various methods are available to accomplish the objectives of 
water resource planning. Presently the calculated percentage local 
cost-share differs among techniques. Thereris no guarantee, then, 
that the "least-cost" method, in terms of resources used, will be 
favored by local beneficiaries. To eliminate this type of cost 
sharing bias, the percentage should be the same for all techniques, 
whether they be structural or nonstructural alternatives that are 
used to accomplish the same objective. This rule should not only 
be followed within a given agency, but also between agencies. 

Cost sharing can affect the choice of a technique which is 
desired to accomplish a particular objective; it can also influence 
the overall program objectives as well. Local beneficiaries favor 
inflated program objectives if they are not held accountable for the 
costs that they impose. To eliminate this type of cost sharing 
bias, local beneficiaries should be required to share the costs of 
a project in proportion to their incremental benefits. 

Cost Allocation and Non-Federal Reimbursement for Flow 
Augmentation 

A number of those commenting (17) discussed cost allocation 
and non-Federal reimbursement for flow augmentation. They 
stated that the proposed cost allocation process appears to have 
the disadvantage of being extremely complex, but noted that pro- 
cedures provide for allocating costs to environmental quality en- 
hancement and regional development. 
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The treatment of cost allocation (Section VII, A, 1) leaves a 
false impression of the importance of cost allocation in the economic 
and financial analysis of proposed resource development projects. 
Cost allocation is not necessarily cast in the role of being used for 
e stablishing reimbursement levels, pricing policies, or cost sharing. 
Charges for project services and cost sharing are, and can be, 
established in a number of different ways, of which project costs 
is only one way of approaching the problem. Other ways include 
alternative costs, incremental costs, value of services, market 
studies, etc. The subject of cost allocation should therefore be 
only one of the approaches to be considered in establishment of 
rates and cost sharing. 

Finally, the proposed Principles and Standards provide on 
page 24183: 

" Cost- sharing for enhancement of water quality . . . . The 
total investment costs of the plan allocated to the environ- 
mental quality objective for such streamflow regulation 
to meet water quality standards shall be borne equally 
by the Federal Government and non-Federal entities. 

The total operation, maintenance, and replacement 
costs of the plan allocated to the environmental quality 
objective for this purpose shall be a non-Federal 
responsibility. 11 

Present Congressional policy regarding cost sharing (reim- 
bursement by non-Federal interests) on reservoir projects is 
more or less consistent such as between flood control and flow 
augmentation in the interest of water quality i. e. , in neither 
case are costs reimbursable when benefits are widespread. If 
anything, the beneficiaries of flood control projects are more 
easily identified than the beneficiaries of flow augmentation; this 
is especially true when the latter relates to problems associated 
with diffused pollution sources. However, the section on cost- 
sharing for water quality (page 24183) appears to contradict 
existing Congressional policy regarding reimbursement for flow 
augmentation purposes. There is apparently no similar treat- 
ment of the flood control problem. 

The requirement for 50/50 sharing for water quality storage 
should be deleted from the Principles and Standards. The additional 
burden on the State governments and the complications resulting 
will delay projects. Thus, a continuation of the present system is 
in the interest of the earliest possible upgrading of water quality 
in the Nation's streams. 
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7. DRAFT ENVIRONMENTAL STATEMENT DOES NOT MEET 
REQUIREMENTS OF NATIONAL ENVIRONMENTAL POLICY 
ACT OF 1969 

The Environmental Statement appears on pages 24191 to 24194. 
The title of the Statement did not appear in the original printing. 
However, a correction was printed and given wide distribution. 
Fourteen of the public comments stated that the draft Environ- 
mental Statement was inadequate. 

The proposed Principles and Standards included what is 
reported to be a separate draft Environmental Statement. The 
statement presented is not an Environmental Statement. It is a 
iummary, and a good one, of the Principles and Standards . How- 
ever, it does not follow the format for Environmental Statements. 

There is no concise statement of the impact of the Principles 
and Standards on the total environment. No mention is made of 
probable adverse environmental effects which cannot be avoided. 

The draft Environmental Impact Statement (page 24193) claim 
that "The proposed Principles and Standards conform fully with the 
intent and the spirit of the National Environmental Policy Act of 
1969 by providing for full and systematic evaluation and display of 
environmental effects for all alternative plans. 11 The accuracy of 
this claim is questionable. Procedural provisions of Section 102 
of the National Environmental Policy Act are incorporated in the 
Principles and Standards but, unlike the Principles and Standards, 
the National Environmental Policy Act explicitly rules our avoid- 
able damage to the environment. The national environmental 
Policy, according to Section 102 of the National Environmental 
Policy Act, is to promote efforts which will prevent or eliminate 
damage to the environment. It is the responsibility of the Federal 
Government, in Section 101 (b) of the National Environmental 
Policy Act, is to use all possible means to improve and coordinate 
Federal plans to attain the widest range of beneficial uses of the 
environment "without degradation. " 

Alternatives to the proposed Principles and Standards are not 
presented. Nothing is said about how the Principles and Standards 
would affect the relationship between local short-term uses of 
man's environment and the maintenance and enhancement of long- 
term productivity. There is no discussion at all of the effect of 
alternative Principles and Standards which might have been 
proposed. 
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The purported Environmental Impact Statement does not 
explain the irreversible and irretrievable commitments of 
resources from the implementation of the Principles and 
Standards. The impact of raising the discount rate is not dis- 
cussed in terms of impact on projects which will not move ahead. 
The impact on the local areas and the local regions if project 
planning and construction ceases is not mentioned. These are the 
types of information which should be discussed in an Environ- 
mental Statement. 

The Environmental Impact Statement is inadequate. It is 
deficient with regard to the actual impact the promulgation of the 
Principles and Standards will have on the human and physical 
environment. This effect will be felt through the construction or 
non- construction method of operation, management of projects, 
protected areas, and so on. 

In the introduction, it was stated that the new methodology 
has been tested in 19 field studies. The results of the studies 
should be given, along with answers to the following questions: 

(1) Will the new guidelines make it more difficult or easier to 
authorize projects? A list of projects should be provided, along 
with an analysis of them using old and new guidelines. (2) An 
indication of how management plans such as wild and scenic river 
protection, wilderness preservation, and coastal protection would 
be affected by the new guidelines. (3) There should be a careful 
examination of some of the most significant presently uncon- 
structed or unauthorized projects in the United States. 

The shallow Environment Impact Statement totally fails to 
meet the requirements of the National Environmental Policy Act 
of 1969. While those of us in the field- -the Federal water 
development agencies and their local sponsors--are spending 
millions of dollars to comply faithfully and fully with the provi- 
sions of this Act, in Washington there is published an Environ- 
mental Impact Statement, less than four pages long, on a major 
Federal action that, if implemented, will drastically change the 
Federal Government's involvement in water resource development 
--a change that will abruptly alter and affect the quality of human 
environment throughout America for generations to come. This 
lack of concern for the letter and spirit of this statute is a 
terrible example for the rest of the Nation and could possibly be 
challenged in the courts. 
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An adequate Environmental Statement covering the practical 
impact of the adoption of Principles and Standards should be pre- 
pared and furnished to the public for consideration before the 
Water Resources Council makes any recommendations on the 
Principles and Standards. 
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TABULATION OF COMMENTS BY ISSUE AND STATE 



APPENDIX I 

The Inter-departmental WorkGroup identified 23 issues in the 
public record which were in response to the Principles and Stand- 
ards for planning water and land resources. The frequency of 
each issue was recorded by State and presented in the table in 
this appendix. The total number of people or organizations com- 
menting from each State is displayed in the far right-hand column. 
The total number of people or organizations commenting on each 
issue is recorded at the bottom of the table under each respective 
issue. 

General definitions to the issue headings across the top of the 
table follow the table. 
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i 








3 


1 


2 




1 




2 




1 














1 




















1 
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1 




i 




1 






1 

4 








1 




I 2 


1 1 
















H- 


i 


2 


3 


1 


13 


11 


4 


i 


2 


5 


_! 






lEKIC „ 


24 


34 


1127 


151 


76 


38 


15 | 16 


36 


I 50 


Llj 


15 






i TABULATION OF COMMENTS BY ISSUE AND STATE 



, Output 
facteristics and 
;ne. 


Authority to 
Establish PAS 


Implement- 
ation of P&S 


Criteria for Formulating and 
Evaluating Plans . 


Environmental 

Statement 

Inadequate 


Recommendations 
for New 
Planning 
Objectives 


Frequency Total by State 


re- 

n 


Other 

Benefits 


Legislative 


Executive 


Oppose 


<U 

*♦— 

o> 

a 


08ERS 

Projections 

Inadequate 


Benefit • 
Cost 
Ratio 




1 










1 








Alabama 


90 






















Alaska 


5 
















1 






Arizona 


88 






1 












1 




Arkansas 


339 






3 




i 


13 




i ! 


2 




California 


593 




4 








1 




1 !: 




Colorado 


200 
















u 1 


1 


Connecticut 


117 




















Oelaware 


17 




1 
















1 


Oistrict of Columbia 


71 




1 


2 












1 i 




Florida 


212 






















Georgia 


102 






















Hawaii 


6 




1 


4 










3 






Idaho 


1152 




3 


2 








1 




i ; 


1 


Illinois 


2,1107 




1 


3 




1 






2 




1 


Indiana 


590 




I 2 














i 




Iowa 


49 






8 










1 






Kansas 


166 






1 


i 


2 












Kentucky 


92 


2 


4 




1 












Louisiana 


145 






















Maine 


15 




1 


















Maryland 


113 














1 








Massachusetts 


146 




















1 


Michigan 


367 






















Minnesota 


54 






1 


i 














Mississippi 


179 






3 




2 


1 


1 


2 






Missouri 


473 




1 










1 








Montana 


86 






















Nebraska 


62 






















Nevada 


47 






















New Hampshire 


4 






















New jersey 


143 




1 


















New Mexico 


57 




1 


















New York 


261 




1 


















North Carolina 


206 






1 
















North Dakota 


859 




2 


2 








1 








Ohio 


486 




3 


6 






2 








1 


Oklahoma 


1.099 




1 


1 






1 


2 






1 


Oregon 


189 






















Pennsylvania 


228 






















Rhode Island 


0 






















South Carolina 


19 




1 


















South Dakota 


130 






2 




1 


1 




1 






Tennessee 


190 




2 


1 




4 






3 


8 




Texas 


728 






1 




1 




1 








Utah 


46 


















• 




Vermont 


6 




1 




1 












Virginia 


71 






2 




1 












Washington 


168 




















West Virginia 


17 




1 


















Wisconsin 


89 




















Wyoming 


35 9 


A 15 


1 








4 


2 




2 


Natl & Inti 


218 1 


■eric 


50 


2 


15 


20 


13 


17 


1 " 


1 " 


| Grand Total 


11,832 | 



* 



DEFINITIONS FOR APPENDIX I 



DISCOUNT RATE 





Rate at which projects should be 
discounted in plan formulation 
and evaluation. 


Under 7 Percent: 


Those that wanted a lower 
discount rate. 


7 Percent: 


As proposed in the Principles 
and Standards. 


Over 7 Percent: 


Those that wanted a higher 
discount rate. 



RETROACTIVE APPLICATION OF THE PRINCIPLES 
AND STANDARDS 



All Projects Immediately: 


All projects should be subject to 
all provisions of the Principles 
and Standards regardless of when 
they were authorized or funded. 


As Proposed: 


As proposed in the Principles 
and Standards . 


Extend Grace Period: 


Five-year review provision is 
too short. The grace period for 
application of the Principles and 
Standards to authorized projects 
should be extended to at least 
10 years or more. 



Oppose Retroactive Coverage: Presently authorized projects 

should not be subjected to or 
reviewed under the Principles 
and Standards . 

ENVIRONMENTAL QUALITY OBJECTIVE 



Top Priority: 


Environmental Quality Objective 
should be given top priority in 
natural resource planning and 
all other planning objectives 
should be subordinate thereto. 



Very Important: 



Environmental Quality Objective 
is a very important planning 
objective. 

REGIONAL DEVELOPMENT OBJECTIVE 

Regional Development should be 
eliminated as a planning objective. 

I 

I 

Regional Development should be 
restoredas a full planning objec- 
tive. 

Who Decides? : The Principles and Standards 

state that the Regional Develop- 
ment objective is to be considered 
"when directed!'. Who directs? ? 

MORE PUBLIC PARTICIPATION 

Government must involve the 
public in planning at all leve Is 
in water development projects. 

COST SHARING A ND ALLOCATION 

Beneficiaries: 

Pay More: 



Pay Less: 



Clarify Provisions in the 
Principles and Standards: 



Those who benefit from projects 
should pay a greater share of 
project costs. 

Those who benefit from projects 
should not pay or only pay 
according to their ability. 

The cost allocation and cost 
sharing provisions are unclear 
and unrealistic. 



Drop: 

Retain: 




4 

01 



Cost Allocation and 
Non-Federal Reimburse- 
ment for Flow Augmentation: Question workability of cost 

allocation method and oppose 
non-Federal reimbursement for 
flow augmentation to enhance 
Envir onmenta l Qua lity obj ec tive . 

CONSIDER FEASIBLE ALTERNATIVES 



General: 



Flood Plain Zoning: 



Recycle Water: 



All alternatives should be fully 
considered in project planning. 

Nonstructural flood plain zoning 
should be used for flood control 
in lieu of structural flood control. 

Consider implementation of 
recycling technology in lieu of 
structural measures and direct 
releases. 



RESTORE SOCIAL WELL-BEING OBJECTIVE 



Social well-being should be 
restored to a' full planning 
objective. 



PROGRAM COVERAGE AND COORDINATION 



Coverage of Agency Projects: 



Separate Planning from 
Construction: 



Agency Coordination: 



Which agencies and/or programs 
and projects should be added to 
or exempted from coverage of 
the Principles and Standards. 

One agency should not have the 
authority to plan and also have 
the authority to construct a 
project. 

Problems with Federal, regional. 
State, and local group coordina- 
tion and planning responsibilities 
and authorities. 



OUTPUT CHARACTERISTICS AND BENEFICIARIES 



Recreation: Need to improve measurement 

of value to users and distribu- 
tion of benefits. 

Other Benefits: Irrigation, flood control, eco- 

nomic benefits, navigation 
benefits versus other forms of 
transportation. 

AUTHORITY TO ESTABLISH PRINCIPLES AND STANDARDS 



Legislative Versus 

Executive Authority: Does Congress or the executive 

branch have authority to estab- 
lish Principles and Standards. 

IMPLEMENTATION OF PRINCIPLES AND STANDARDS 



Oppose: Do not implement the Principles 

and Standards. Go back to Senate 
Document 97 or the Task Force 
Report. 

Defer: Wait until Congressional hear- 

ings are held. 

CRITERIA FOR FORMULATING AND EVALUATING PLANS 



OBERS Projections 
Inadequate: 



Demographic and economic 
pattern projections are 
inaccurate. 



Benefit/Cost Ratio: 



Benefit /cost ratio should be 
reassessed as a criterion and 
not used exclusively for water 
development projects. 



DRAFT ENVIRONMENTAL STATEMENT INADEQUATE 

Definition as described in 
heading. 



O 

ERIC 






RECOMMENDATIONS FOR NEW PLANNING OBJECTIVES 



Definition as described in 
heading. 



FREQUENCY TOTAL BY STATE 



Definition as described in 
heading. 



INDEX TO COMMENTS IN THE PUBLIC RECORD 



APPENDIX II 



Elected Officials 

U. S. Senators 

U. S. Representatives 

Governors 

State Legislators 

Mayors 

Organizations 

National (with State and local a££iliates) 
State -wide organizations 
Chambers of Commerce 
Other organizations 

Individuals 



Requested Additional Hearings* 



Over 500 people requested that the Water Resources Council 
hold additional hearings. Most of these 500 commented on the 
proposed Principles and Standards and are included in the 
general Index. This is a listing of those who simply requested 
additional hearings early in the public review period. Later 
several transmitted oral or written statements to the Council. 



United States Senators 
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Brazos River Authority Walter J. Wells (DC III 158-170) Waco, Texas 

Brevard County Erosion Control Robert P. Murkshe (1113-4) Cocoa Beach, Florida 

Brown & Root Incorporated H. York (2810) Anahuac, Texas 

Bunkley & Jones, Gen. Insurance Bunkley & Jones (1285) Seymour, Texas 

Burleson Outfitters Harry R. Burleson (174-75) Rosebud, Texas 
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Southland Life Insurance Company James B. Goodson (2843-4) Dallas, Texas 

Southwestern Water Conservation D. Lewis Williams (5247-50) District of Colorado 

Springfield Office Supply Incor. Gene Powell (3238-9) Springfield, Missouri 
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(870-72) Redlands Gorsuch, Scott D. (1096-1101) Glenwd Spgs. 
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Goodman, Patsy D. (1657) Denver Sorbie, John J. (1974) Ft. Collins 
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Baggley, George F. (2917) Boise O'Brien, John B. (456-7) 
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